VOLUME 8, NO. 1 | 


OCTOBER 21, 1975 | ~ + 


A WEEKLY COMPILATION OF RELEASES FROM THE SECURITIES AND EXCHANGE COMMISSION 








RELEASES IN THIS ISSUE 


Rules , 
34-11709 Notice of Proposed Amendment 








Securities Act - 5623-5624 
Securities Exchange Act - 11706-11719 
Public Utility Holding Company Act - 19198-19202 
Investment Company Act - 8969-8978 
Investment Advisers Act - 480 
Litigation - 7109-7113 
Trust Indenture Act - 411-412 

1 10/3/75 - 


to Rules 14a-6 and 14c-5 under 
the Securities Exchange Act of 
1934 
(Comment Period Expires 
November 10, 1975). 
34-11710 Notice of Filing of Proposed 
Rule Change by PBW Stock 
Exchange, Inc. and Order 
Approving Proposed Rule 
Change (SR-PBWSE-75-4) 
34-11711 Notice of Filing of Proposed 
Rule Changes by the National 





SIGNIFICANT ITEMS 


Association of Securities Deal- 
ers, Inc. (“NASD”) 
(File No. NASD-1975-1) 








Announcements 
34-11708 


Litigation 
LR-7109 


LR-7112 





This listing does not affect the legal status of any 
document published in this issue. 


Commission requests interested 

persons to submit views, data 

and arguments on issues to be 

considered in connection with 

the “Street Name Study” 
(Comment Period Expires 
October 31, 1975). 


SEC v. Saxon Securities Corp., 
et al. 
Robert W. Herko, president 
of Saxon and Bernard B. 
Herman, Secretary-Treasurer 
sentenced following convic- 
tion of Criminal Contempt 
of Court. 
State of Texas v. Robert L. 
Arata 
Robert L. Arata sentenced 
to five years imprisonment 
for his role in the sale of 
unregistered securities, sale 
of securities without being 
a registered dealer, and fraud 
in the offer and sale of secur- 
ities. 


34-11714 Notice of Filing of Proposed 
Rule Change Pursuant to Sec- 
tion 19(b)(1) of the Securities 
Exchange Act of 1934; Order 
Declaring Rule Change Effec- 
tive (SR-Amex-75-2) 

34-11715 Notice of Filing of Proposed 
Rule Changes by Pacific Stock 
Exchange, Incorporated 
(SR-PSE-75-3) 

34-11717 Notice of Filing of Proposed 
Rule Changes by The Boston 
Stock Exchange 
(SR-BSE-75-1) 

34-11718 Notice of Filing of Proposed 
Rule Change Pursuant to Sec- 
tion 19(b)(1) of the Securities 
Exchange Act of 1934; Order 
Declariny Rule Change Effec- 
tive (SR-PBWSE-75-3) 














SECURITIES ACT - 





SECURITIES ACT OF 1933 
Release No. 5623/October 6, 1975 





SEC DOCKET/1 





TEMPORARY SUSPENSION OF THE REGULATION 
B EXEMPTION OF RANSOM HORNE, JR. 


The Securities and Exchanye Commission has issued an 
order temprarily suspending the Regulation B exemp- 
tion from registration under the Securities Act of 1933 
with reyard to the public offering of fractional undivided 
interests in oil and yas leases in the following Ransom 
Horne, Jr. (Horne) offeriny: 


Random Horne, Jr.—Matson No. 1, Woodland Prospect 
(File No. 20-1782A5). 


The Commission has reason to believe that the exemp- 
tion from reyistration afforded by Regulation B is 
unavailable because Horne has not complied with the 
terms and conditions of Regulation B in that (1) Ran- 
som Horne, Jr. was permanently enjoined on Novem- 
ber 12, 1974, by the Supreme Court of the State of 
New York, in and for the County of New York, from 
offering or selling securities in violation of Articie 
23-A of the General Business Law of the State of New 
York; and (2) Horne failed to disclose in the offering 
sheet that on November 12, 1974 Ransom Horne, Jr. 
was permanently enjoined by the Supreme Court of 
the State of New York, in and for the County of New 
York, from offering or selliny securities in violation of 
Article 23-A of the General Business Law of the 

State of New York. 





SECURITIES ACT OF 1933 
Release No. 5624/October 6, 1975 


TEMPORARY SUSPENSION OF THE REGULATION 
B EXEMPTION OF MERICLE OIL COMPANY 


The Securities and Exchange Commission has issued an 
order temporarily suspendiny the Reyulation B exemp- 
tion from reyistration under the Securities Act of 1933 
with regard to the public offering of fractional undivided 
interests in oil and gas leases in the followiny Mericle Oil 
Company (Mericle) offerinys: 


Mericle Oil Company—Mitchel Lease, Chico-Martinez 
Field, Well No. 35-30 (File No. 20-1686A2); Mericle 
Oil Company—Mitchel Lease, Chico-Martinex Field, 
Well No. 35-31 (File No. 20-1686A4); Mericie Oil 
Company—Mitchel Lease, Chico-Martinez Field, Well 
No. 35-32 (File No. 20-1686A5); Mericle Oil Com- 
pany—Mitchel Lease, Chico-Martinez Field, Well No. 
35-49 (File No. 20-1686A6); Mericle Oil Company— 
Mitchel Lease, Chico-Martinez Field, Well No. 35-33 
(File No. 20-1686A7); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-50 (File No. 
20-1686A8); Mericle Oil Company— Mitchel Lease, 
Chico-Martinez Field, Well No. 35-34 (File No. 
20-1686A9) ; Mericle Oil Company—Mitchel Lease, 
Chico-Martinez Field, Well No. 35-51 (File No. 20- 
1686A10); Mericle Oil Company—Mitchel Lease, 
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Chico-Martinez Field, Well No. 35-101 (File No. \ 
20-1686A11); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-35 (File 
No. 20-1686A12); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-36 (File 
No. 20-1686A13); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-52 (File 
No. 20-1686A14); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-53 (File 
No. 20-1686A15); Mericle Oil Company—Mitchel 
Lease, Chico-Martinez Field, Well No. 35-102 
(File No. 20-1686A16); Mericle Oil Company— 
Mitchel Lease, Chico-Martinez Field, Well No. 35- 
103 (File No. 1686A17); Mericle Oil Company— 
Stonestreet Lease, Well No. M-2 (File No. 20- 
1686A18); Mericle Oil Company—Mitchel Lease, 
Chico-Martinez Field, Well No. 35-37 (File No. 
20-1686A 19); Mericle Oil Company—Stonestreet 
Lease, Well No. M-6 (File No. 20-1686A20). 


The Commission has reason to believe that the 
exemption from registration afforded by Regula- 
tion B is unavailable because Mericle has not 
complied with the terms and conditions of Regu- 
lation B in that (1) Co-Operative Oil Investments, 
Inc. was an affiliate of Mericle Oil Company on 
November 23, 1973 at the time an order of perma- 
nent suspension was entered against an offering 
sheet filed by Co-Operative Oil Investments, Inc. 
on January 22, 1973; and (2) Mericle failed to 
disclose that a regulation B offering sheet of 
Mericle Oil Company’s affiliate, Co-Operative Oil 
Investments, Inc., is and has been the subject of 
an order of permanent suspension since November 
23, 1973, the date of the order. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11706/October 3, 1975 


Admin. Proc. File No. 3-4509 
In the Matter of 


KENNETH BOVE 
6 Hofstra Drive 
Plainview, New York 


IRWIN GRETZCKO 
Bronx, New York 


CALVIN SCHWELL 
1815 215th Street 
Bayside, New York 





i... JACK L. GOMPERS 
166-25 Powells Cove Bivd. 
Whitestone, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


Remedial proceedings were instituted with respect to 
Kenneth Bove, president of a registered broker-dealer, 
Irwin Gretzcko and Calvin Schwell, securities salesmen, 
and Jack L. Gompers, formerly employed as a clerk for 
a registered broker-dealer. Solely for the purpose of 
settling these proceedinys, and without admitting or 
denying the allegations in the order for proceedings, 
respondents consent to certain findings of misconduct 
as alleged in that order and to an order barring them 
from association with brokers, dealers, investment com- 
panies, and investment advisers. 


On the basis of the order for proceedings and the con- 
sents of the respondents, it is found that: 1/ 


1. All of the respondents willfully violated or willfully 
aided and abetted willful violations of Section 17(a) 

of the Securities Act and Sections 10(b) and 17(a) of 
the Exchange Act and Rules 10b-5, 17a-3 and 17a-4 
thereunder. 


2. Bove willfully violated or willfully aided and abetted 
willful violations of Section 5 of the Securities Act and 
Sections 10(b), 15(b), 15(c)(1) and 15(c)(3) of the 
__. Exchange Act and Rules 10b-6, 15b3-1, 15c1-8 and 
iy 5c3-1. 
3. Gretzcko and Schwell wilifully violated Section 5 
of the Securities Act. 


In view of the foregoing, it is in the public interest to 
bar respondents from association with any broker, 
dealer, investment company or investment adviser. 


Accordingly, 1T IS ORDERED that Kenneth Bove, 
Irwin Gretzcko, Calvin Schwell and Jack L. Gompers 
be, and they hereby are, barred from association with 
‘simi any broker, dealer, investment company or invest- 
ment adviser. 


For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not bidding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
oo No. 11707/October 3, 1975 


Admin. Proc. File No. 3-4647 


In the Matter of 


FIRST CALIFORNIA COMPANY 
555 California Street 
San Francisco, California 


(8-932) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


This is a broker-dealer proceeding under the Securities 
Exchange Act with respect to First California Company 
(“registrant”), a registered broker-dealer. Solely for the 
purpose of this proceeding and any other proceeding 
pursuant to specified sections of the Exchange Act and 
without admitting or denying the allegations in the 
order for proceedings, registrant consents to certain 
findings of misconduct and to the revocation of its 
registration as a broker and dealer. 


On the basis of the order for proceedings and registrant's 
consent, it is found that: 1/ 


1. During the period from about January 1971 to 
about September 1971, registrant willfully violated 
Section 5(a) of the Securities Act in that it sold and 
delivered after sale 230,000 shares of the Class A 
common stock of Westgate-California Corporation 
(“Westgate”) and the subordinated capital notes of 
United States National Bank of San Diego (“USNB”) 
when no registration was in effect as to these securi- . 
ties. 


2. During the period from about January 1971 to 
July 1973, registrant willfully violated Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder as 
follows: 


Registrant knew of a scheme to inflate the earnings 

of Westgate and USNB wherein Westgate and USNB 
entered into sham transactions, thereby distorting their 
financial statements. Yet, during this period registrant 
sold 230,000 shares of Westgate’s Class A common 
stock without disclosing to purchasers the existence 

of the scheme, its effect on Westgate’s financial state- 
ments, and the true financial condition of Westgate. 


Between April 1973 and July 1973, registrant sold 
for a former officer of USNB approximately $4.2 
million face value of the notes of USNB. These sales 
were effected without disclosing to purchasers the 
full circumstances relating to the business practices 
of USNB; the impact of the fraudulent scheme des- 
cribed above upon its reported financial condition; 
the fact that USNB held millions of dollars in loans 
to companies held by registrant’s president which 
were of questionable value; the fact that the Comp- 
troller of the Currency had recently ordered USNB 
to cease and desist certain business practices; and 
the fact that the seller of the notes had recently 
been required to resign as a director and an officer 
of USNB. 
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In view of the foregoing, it is appropriate in the public 
interest to revoke registrant's registration. 


Accordingly, 1T 1S ORDERED that the registration of 
First CaliforniaCompany as a broker-dealer be, and 
it hereby is, revoked. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11708/October 3, 1975 


The Securities and Exchange Commission requests 
interested persons to submit views, data and arguments 
on issues to be considered in connection with the 
“Street Name Study”’ mandated by the Securities Acts 
Amendments of 1975 (“1975 Amendments”). 1/ 


Section 12(m) of the Securities Exchange Act of 1934 
(the ““Act”’) directs the Commission to undertake a 
study and investigation of the practice of recording 
the ownership of securities in the records of the issuer 
in order than the name of the beneficial owner of such 
securities and to determine (1) whether such practice 
is consistent with the purposes of the Act with parti- 
cular reference to Sections 12(g), 13, 14, 15(d), 16, 
and 17A of the Act 2/ and (2) whether steps can be 
taken to facilitate communications between issuers 
and the beneficial owners of their securities while at 
the same time retaining the benefits of such practice. 
The Commission is directed to report to Congress its 
preliminary findings by December 4, 1975, and its 
final conclusions and recommendations by June 4, 
1976. 


The practice of recording stock ownership in other 
than the name of the beneficial owner entails the use 
of “street” and “nominee” names. 


“Street name” is a term used by the securities indus- 
try to denote stock registered in the name of a broker- 
age firm or its nominee. Such stock frequently belongs 
to customers of the firm but is held by the brokerage 
firm in its own name for several reasons — principally 
the fact that such registration facilitates trading by 
the customer and completion of the transaction by 
the broker-dealer. 3/ For example, when a customer 
wishes to sell stock held by his broker and registered 
in street name, the customer need only notify the 
broker. The need for delivery by the customer to 

his broker of the certificates and the execution of a 
signature guarantee and stock power to authorize 
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transfer are eliminated. Moreover, in many circumstances 
delivery by one broker to another broker of stock regis- 
tered in street name and endorsed in blank constitutes 
“good delivery.’ 4/ The transaction completion process 
is facilitated because the buying broker will accept from 
the selling broker securities registered in street name 
(though not necessarily the selling broker’s street name) 
and the buying broker-dealer may in turn redeliver such 
securities to another broker-dealer in each case without 
the need to effect transfer of record ownership prior to 
delivery. Thus numerous routine transfers are eliminated. 


“Nominee name” reflects arrangements used principally 
by institutional investors (insurance companies and invest- 
ment companies, among others) and financial agents 
(banks and trust companies) for the registration of securi- 
ties held by them for their own account or the account 
of customers. In most instances the nominee is a partner- 
ship formed solely for the purpose cf acting as the record 
holder of the securities. 5/ While nominee name certifi- 
cates are not generally “good delivery”’ between brokers, 
the institution can, through the use of a nominee name 
arrangement, more regularly and efficiently transfer its 
certificates to complete a sale. 6/ If a certificate is not 
registered in a nominee arrangement, transfer agents 

may require proof of authority which they would not 
otherwise require. 


More recently nominee name arrangements have been 
used by clearing agencies 7/ and particularly securities 
depositories which hold stock on behalf of their partici- 
pants (broker-dealers, institutional investors and finan- 
cial agents) for the purpose of permitting those partici- 
pants to effect the settlement of transactions and the 
transfer or pledge of securities among themselves by 
book entry and without physical delivery of certificates. 
Since the lafe 1960's the performance of transaction 
completion functions by clearing agnecies has been fa- 
cilitated further through the increased use of automa- 
tion. 


Discussion 


The benefits to the financial community of nominee 

and street name registration — the avoidance of mul- 
tiple routine transfers, the significant economies of the 
book-entry depository, and the decrease in the level 

of fails 8/ which occurs when clearing agencies 

are used to complete transactions — contribute to faster 
transaction processing and lower cost. Furthermore, the 
use of street or nominee arrangements facilitates the 
transfers of record ownership which do occur. Review- 
ing the last five years in the securities industry, it appears 
that the methods of clearance and settlement which have 
developed have substantially alleviated the ““back office” 
problems endemic in the late 1960's and that it would 
be difficult for the securities industry to handle periods 
of heavy volume through present processing systems 
without the use of street or nominee names. 


Nevertheless, the use of street and nominee names has 
serious drawbacks. It places one or more layers between 
issuers and the beneficial owners of their stock 9/which 
may make issuer-shareholder communications mote 
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difficult and expensive. 10/ The street or nominee names 
reflected on the issuers’ books as owners of record are 

not the beneficial owners, that is the persons entitled to 
receive dividends, vote on matters presented to stockhold- 
ers, dispose of the stock or otherwise exercise the preroga- 
tives of ownership. If the record owner is not the benefi- 
cial owner, the issuer cannot contact the beneficial owner 
directly, nor can the beneficial owner directly exercise 
the prerogatives or receive the benefits of ownership. 
Both must act through one or more intermediaries — the 
brokerage firm or financial agent, and perhaps the deposi- 
tory. 


Issuers assert that such intermediaries impede the commun- 
ications process so that beneficial owners do not receive 
proxy and information statements or other mailings in 

a timely manner. 11/ Furthermore, issuers suggest they 
are entitled to a communications system that does not 
depend on intermediaries but rather enables issuers to 
communicate with their shareowners directly and thus, 
for example, react more effectively to adverse tender 
offers by bringing management's position before the 
shareholders more quickly or perhaps by making person- 
al contact. 12/ Beneficial owners who I€ave their hold- 
ings in street or nominee name with their broker also 
assert that proxy or other mailings are sometimes unne- 
cessarily delayed. 13/ 


The Commission has attempted in the past to measure 
the parameters of this problem. In Securities Exchange 
Act Release No. 11243 (Feb. 13, 1975), the Commis- 
sion requested issuers, brokers, banks, proxy soliciting 
agents and the public to report to the Commission or 
to the appropriate securities exchange or the National 
Association of Securities Dealers, Inc. (with a copy to 
the Commission), any specific problems encountered 

in the issuer-shareholder communications process, in- 
cluding specific instances where participants in the pro- 
cess appeared to impede the timely flow of material 
and any complaint which an issuer or broker received 
from a beneficial owner. There were very few responses 
to this request for information, however. In late 1974 
the Commission held a public investigatory hearing 
which among other things considered the issuer-share- 
holder communications problem. As a result, the Com- 
mission has proposed a rule to help improve the current 
communications process. 14/ 


The Commission (and Congress through its mandate 

to the Commission) believes it is appropriate to explore 
further the scope of the problem created by the use of 
street and nominee names primarily to determine whether 
the existing communication process can be further im- 
proved by rulemaking or whether more extensive changes 
are needed. 


In addition to considering the issuer-shareholder commun- 
ications problems created by the use of street or nominee 
names, the Commission believes it is appropriate to con- 
tinue to review the impact such registration has on the 
disclosure of beneficial onwership. The practice of using 
street or nominee name registration may impede the 
public availability of information with respect to bene- 
ficial owners of significant positions in publicly held 
companies. While holdings of specific size must be dis- 


closed under Sections 13 and 16 of the Act, and certain 
types of transactions are required to be reported to the 
Commission under Sections 14 and 16 of the Acct, it is 
argued that beneficial owners may use street or nominee 
name arrangements to delay or avoid necessary reporting 
or to mask activities which could entail civil liabilities 

or criminal sanctions. Secrecy laws of other countries 
can compound that problem and defeat legitimate na- 
tional interests in knowing the beneficial ownership of 
United States public corporations. 15/ Finally, owner- 
ship reports which reflect certain kinds of record owner- 
ship (e.g., Cede & Co., the nominee for the Depository 
Trust Company) may be confusing to interested persons 
who cannot be expected to be cognizant of the intrica- 
cies of street name or nominee name arrangements. 


Effective appraisal of the benefits of street or nominee 
name arrangements and the problems those arrangements 
create in accomplishing the purposes of the Act and im- 
proving the issuer-shareholder communications process 
will be facilitated by receipt of additional information 
from those who have been involved in that communica- 
tions process. Accordingly, the Commission requests 
shareowners, proxy solicitation agents, broker-dealers, 
banks, financial institutions and other intermediaries to 
forward to the Commission their views, data and arguments 
regarding the effectiveness and costs of the current system 
of issuer-shareholder communications and regarding pos- 
sible alternatives which would retain or even increase the 
transactional efficiencies currently permitted by the use 
of street and nominee names. The Commission also urges 
shareowners to relate to the Commission their experi- 
ences in obtaining proxy and information statements 
and other communications when the underlying stock is 
held in street or nominee name. Finally the Commission 
requests the views of interested persons as to the way in 
which the system of recording share ownership may be 
used to effect appropriate disclosure of beneficial hold- 
ings. 


The testimony of persons at the public investigatory 
hearing 16/ the comments of interested persons on pro- 
posed Rule 14b-1 17/ and the comments of interested 
persons in response to Securities Exchange Act Release 
No. 11243 18/ will be considered and such persons, to 
the extent of their previous comments, need not com- 
ment again. 


The comment period will remain open until October 31, 
1975 and comments received will be considered in con- 
nection with the preliminary report to Congress to be 
submitted in December 1975. All communications 
should be sent to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549 and should bear the 
File No. S7-592 and will be available for public inspec- 
tion. 


. 1/ P.L. 94-29 (June 4, 1975). 


2/ Section 12(g) in general requires registration of any 
class of equity security (other than an exempted se- 
curity) of certain issuers which have more than $1 
million in total assets if the security is held of record 
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by more than 500 persons; Section 13 requires the filing 
of certain reports by issuers and certain owners of 
securities registered pursuant to Section 12 and limits 
purchases by an issuer of its own securities where the 
securities are registered under Section 12; Section 14 
relates to proxies; Section 15(d) requires issuers which 
have filed a registration statement pursuant to the Se- 
curities Act of 1933 to comply with the reporting re- 
quirements of Section 13 if the security to which the 
registration statement relates is held of record by more 
than 300 persons but is not registered pursuant to Sec- 
tion 12; Section 16 requires reports from and places 
certain trading restrictions on officers, directors and 
specified principal stockholders of issuers which have 
a security registered pursuant to Section 12; and Sec- 
tion 17A directs the Commission, among other things, 
to facilitate the establishment of a national system 

for the prompt and accurate clearance and settlement 
of securities transactions. 


3/ In addition, customers who purchase securities on 
margin must leave the shares with the broker-dealer 
who extends the margin credit. Such shares normally 
are registered in street name. 


4/ “Good delivery” means the certificates are in a form 
and have such documentation attached that the buying 
broker-dealer must under industry practice accept such 
securities and pay for them. 


5/ The nominee is typically an assumed name and not 
the business name of the underlying entity. 


6/ Partnerships are used as nominees primarily because 
a partnership can transact business by any of its general 
partners. Transfers of securities are facilitated because 
a single individual can endorse the certificates for trans- 
fer and the transfer agent will recognize the individual's 
authority to effect transfers on behalf of the partner- 
ship. 


A corporation on the other hand, may need a resolu- 
tion of its board of directors and other documentation 


in order to effect transfers of securities. Thus the partner- 


ship arrangement facilitates handling of securities by the 
institution. 


7/ As defined in Section 3(a)(23) of the Securities Ex- 
change Act of 1934. Many nominees such as banks or 
investment companies act not merely as custodians for 
securities but are charged, to some degree, with man- 
agement of the securities held. Securities depositories, 
however, act strictly as custodians and forwarding 
agents for participants, and perform certain services 
(e.g., effecting pledges) in accordance with participants’ 
instructions. 


8/ “Fails’’ are transactions which are not completed by 
settlement date. 


9/ “Beneficial ownership” may be used in the economic 
sense (the right to receive the financial benefits of share- 
ownership) or in the voting sense (the right to vote the 
shares of the corporation) or in terms of investment 
discretion (the right to dispose of the securities) or all 
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three. 


10/ For example, a customer in the Midwest may deal f 
with a broker in his hometown which in turn uses a 
correspondent broker in New York which in turn de- } 
posits securities in a depository. 


11/ See the record of the Public Fact Finding Investi- 
gation Concerning Beneficial Ownership, Takeovers, 
and Acquisitions by Foreign ana Domestic Persons, 
File No. 4-175. 


12/ Id. 


13/ See communications received in response to Se- 
curities Exchange Act Release No. 11243 (February 
13, 1975), File No. S$7-552. 


14/ Securities Exchange Act Release No. 11617 
(August 25, 1975). Proposed Rule 14b-1 would 
require a registered broker to (1) respond promptly, 
by means of a search card or otherwise, to inquiries 
made by issuers in accordance with Rule 14a-3(d) 
with respect to how many of the broker’s customers 
are beneficial owners of the issuer’s securities which 
are held of record by the broker or its nominees 

and (2) upon receipt of a sufficient number of proxy 
statements and annual reports to security holders 
and assurances that its reasonable expenses shall be 
paid by the issuer, to forward such materials in a 
timely manner to such customers. As an alternative 
to complying with the foregoing obligations, the pro- 
posed rule would permit a registered broker to furnish 
an issuer with alist of its customers who are beneficial 
owners of the issuer’s securities held of record by the 

broker or its nominees provided that the broker also 
furnished authorization to vote such securities in 

accordance with instructions of the customer. A 

note to the proposed rule makes clear that a broker 
furnishing such a list to an issuer may impose reason- 

able conditions upon the issuer’s use of such a list. 


15/ See the record of the Public Fact Finding Investi- 
gation, supra note 11. 


16/ Supra note 11. 
17/ Supra note 14. 


18/ Supra note 13. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11709/October 3, 1975 


NOTICE OF PROPOSED AMENDMENT TO RULES 
14a-6 and 14c-5 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


(Comment period expires November 10, 1975) 


— 


NGE 


} 


(File No. $7-591) 


The Securities and Exchange Commission today invited 


*® public comment on proposed amendments to Rules 14a-6 


and 14c-5 under the Securities Exchanye Act of 1934 (17 
CFR 240.14a-6) modifyiny the non-public status of pre- 
liminary proxy soliciting material filed with the Commis- 
sion. The Commission believes that pursuant to recent 
amendments to the Freedom of Information Act, (“FOIA”) 
5 U.S.C. 552, information contained in preliminary proxy 
soliciting material should be made available to the person 
requesting it unless the information may be considered to 
be non-public under the criteria set forth in the FOIA. 
These criteria have been incorporated into recent amend- 
ments to the Commission’s rules on reocrds and informa- 
tion in 17 CFR 200.80. 


From the standpoint of compliance with the proxy rules, 
problems may arise from the public dissemination of in- 
formation contained in proxy soliciting material before 
the release of definitive material. Such information may 
contain false or misleading statements. As part of the 
review process the staff may comment on preliminary 
material with a view to assuring to the extent feasible 
the completeness, fairness and accuracy of information 
presented. This review process would be frustrated if 
material were to be distributed to security holders or 
became available to them because of disclosure under 
the FOIA or otherwise prior to staff review and com- 
ment. In addition, information contained in preliminary 
proxy soliciting material is commercial and financial! in- 
formation of a non-public nature. 


ig Under the proxy rules, as amended, information con- 


tained in preliminary proxy material will be made avail- 
able to persons requesting it after the definitive material 
to be released to security holders has been filed with the 
Commission. When definitive material is filed, prelimin- 
ary proxy material will be placed in the Commission’s 
public files. If a request for preliminary material is filed 
under the FOIA after the date indicated by the person 
filing the material as the intended date of release to 
security holders but before definitive material has been 
filed with the Commission, the staff will contact the 
person who filed the preliminary material to determine 
if and when definitive material will be filed. Where no 
filing of definitive material is anticipated, any FOIA 
request will be processed as if the material had lost its 
status as proxy material. 


An amendment to Rule 14c-5(c) which will conform 
its provision for confidentiality to that of Rule 14a-6 
(e) is also proposed. 

Text of Amendment to Rule 14a-6 

(Changes in italics) 

(a) - (d) (No change) 


(e) All copies of material filed pursuant to paragraph 
(a) or (b) shall be clearly marked “Preliminary Copies,” 


Gra be for the information of the Commission only 


nd shall not be deemed available for public inspection 


before definitive material has been filed with the 
Commission except that such material may be dis- 
closed to any department or agency of the United 
States Government and to the Congress and the 
Commission may make such inquiries or investigation 
in regard to the material as may be necessary for an 
adequate review thereof by the Commission. All pre- 
liminary material filed pursuant to paragraph (a) or 
(b) shall be accompanied by a statement of the date 
on which definitive copies thereof filed pursuant to 
paragraph (c) are intended to be released to security 
holders. All definitive material filed pursuant to par- 
agraph (c) shall be accompanied by a statement of the 
date on which copies of such material have been re- 
leased to security holders or, if not released, the date 
on which copies thereof are intended to be released. 
All material filed pursuant to paragraph (d) shall be 
accompanied by a statement of the date on which 
copies thereof are intended to be released to the 
individuals who will make the actual solicitation. 


(f) - (j) (No change) 


Text of Amendment to Rule 14c-5 
(Changes in italics) 
(a) - (b) (No change) 


(c) Ail copies of material filed pursuant to paragraph 
(a) shall be clearly marked “Preliminary Copies,” 
shall be for the information of the Commission only 
and shall not be deemed available for public inspec- 
tion before definitive material has been filed with the 
Commission, except that such material may be dis- 
closed to any department or agency of the United 
States Government and to the Congress and the Com- 
mission may make such inquiries or investigation in 
reyard to the material as may be necessary for an 
adequate review thereof by the Commission. All pre- 
liminary material filed pursuant to paragraph (a) shall 
be accompanied by a statement of the date on which 
copiés thereof filed pursuant to paragraph (b) are in- 
tended to be released to security holders. All defini- 
tive material filed pursuant to paragraph (b) shall be 
accompanied by a statement of the date on which 
copies of such material have been released to security 
holders or, if not released, the date on which copies 
thereof are intended to be released. 


(d) - (e) (No change) 


If the proposed amendments are adopted, subsection 
(b)(4)(ii) of the Commission’s Rules under the Free- 
dom of Information Act, 17 CFR §200.80(b)(4)(ii), 
will be amended accordingly. That subsection would 
then provide (changes in italics): 


- “(ii) Information contained in any document 
submitted to or required to be filed with the 
Commission where the Commission has under- 
taken formally or informally to receive such 
submission or filing for its use or the use of 
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specified persons only, such as preliminary proxy 
material filed pursuant to Rule 14a-6 under the 
Securities Exchange Act (17 CFR 240.14a-6) 

or preliminary information statements filed pur- 
suant to Rule 14c-5 (17 CFR 240.14c-5) before 
definitive material has been filed with the Com- 
mission, reports filed pursuant to Rule 316(a) 
under the Securities Act (17 CFR 230.316(a)), 
agreements filed pursuant to Rule 15c-3-1(c)(7) 

(G) under the Securities Exchange Act (17 CFR 
240.15c3-1(c)(7)(vii)), schedules filed pursuant 

to Part I! of Form X-17A-5 (17 CFR 249.617) 

in accordance with Rule 17a5(b)(3) under the 
Securities Exchange Act (17 CFR 240.17a-5(b)(3)), 
statements filed pursuant to Rule 17a-5(k)(1) under 
the Securities Exchange Act (17 CFR 240.17a-5(k) 
(1)), and confidential reports filed pursuant to 
Rules 17a-9, 17a-10, 17a-12 and 17a-16 under the 
Securities Exchange Act (17 CFR 240.17a-9, 
240.17a-10, 240.17a-12, and 240.17a-16; and ....”” 


The amendments are proposed pursuant to Sections 14(a), 
14(c) and 23(a) of the Securities Exchange Act of 1934, 
as amended, and Section 552 of Title 5, United States 
Code. All interested persons are invited to submit written 
comments to be received not later than Nov. 10, 1975 to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Such 
submissions should refer to File No. S7-591 and will be 
publicly available. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11710/October 3, 1975 


In the Matter of 


PBW STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PBWSE-75-4) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PBW STOCK EXCHANGE, INC. AND ORDER 
APPROVING PROPOSED RULE CHANGE 


IL. 
Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘“Act’’), 
as amended by Pub. L. No. 94-29, 816 (June 4, 1975), 
notice is hereby given that on September 22, 1975, the 
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PBW Stock Exchange, Inc. (““PBW’’), a national securi- 
ties exchange registered with the Commission pursuant 
to Section 6 of the Act, filed with the Commission 
copies of a proposed rule change. The proposed rule 
change would amend the paragraphs 3081 (a) and (b) 
of the PBW Plan for the trading of options. Paragraphs 
3081(a) and (b) set forth the standards for the selec- 
tion of underlying securivss for option trading on 
PBW. Currentiy, the :*BW': standards for the selection 
of underlying securities incorporate the Commission’s 
requirements for the registration of securities on Form 
S-7 under the Sectirities Act of 1933 as well as provid- 
ing additional standards. 


The Commission has recently proposed modifications 
relaxing the requirements for the use of Form S-7 and 
has indicated that pending a decision by the Commis- 
sion to adopt the proposed modifications, the Commis- 
sion and the staff would not object if Form S-7 is used 
to register securities of an issuer that meets the pro- 
posed requirements as to the use of that form (Securi- 
ties Act of 1933 Release No. 5613 (Sept. 11, 1975); 
40 Fed. Reg. 44584 (Sept. 29, 1975)). The amend- 
ment of paragraphs 3081(a) and (b) of the PBW Plan 
would conform the rules of the PBW to the proposed 
modifications relaxing the requirements for the use 

of Form S-7. The effect of the change will be to make 
eligible certain securities the issuers of which did not 
meet earlier S-7 standards. 


il. 
Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the 
week of October 6, 1975. Interested persons are invited 
to submit written data, views and arguments concern- 
ing the proposed rule change. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549. Reference should be made to File No. 
SR-PBWSE-75-4. 


Wh. 
The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular the requirements 
of Section 6 and the rules and regulations thereunder. 


IV. 
Further, the Commission finds good cause for approving 
the proposed rule change prior to the thirtieth day after 
the date of publication of notice of the filing thereof. 


A rule change similar to the proposed rule change filed 
by PBW was filed with the Commission by the Chicago 
Board Options Exchange (“CBOE”) on September 10, 
1975, and has been published for comment (Securities 
Exchange Act Release No. 11674 (Sept. 24, 1975); 40 
Fed. Reg. 44905 (Sept. 30, 1975)). No comments have 
been received concerning the CBOE’s rule change. 
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The CBOE’s rule change took effect upon filing pursuant 
to Section 19(b)(3)(A) of the Act. The PBW’s proposed 
rule change is not eligible for immediate effectiveness 
pursuant to Section 19(b)(3)(A) because of technical 
differences in the structure of the rules of the two ex- 
changes. Nevertheless, the Commission does not believe 
that the technical differences warrant delay in approval 
of the PBW’s proposed rule change under the circum- 
stances, where several exchanges are in the pilot phase 
of exchange option trading. As noted above, the PBW’s 
tules relating to the selection of underlying securities 
for option trading had incorporated the requirements 
heretofore in effect for use of the S-7 registration form. 
With the relaxation of those requirements by the Com- 
mission, all exchanges on which options are traded 
should be permitted to effect parallel changes in their 
own rules promptly if they so desire. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission by the Division of Market Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11711/October 6, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. (“NASD”) 


File No. NASD-1975-1 


The National Association of Securities Dealers, inc. 
submitted on October 3, 1975 a proposed rule change 
under Rule 19b-4 to permit the Association to equitably 
assess fees so that they reflect a firm’s participation in 
the Association for less than a fiscal year. 


The foregoing rule change has become effective, pursu- 
ant to Section 19(b)(3) of the Securities Exchange Act 
of 1934. At any time within sixty days of the filing of 
such proposed rule change, the Commission may sum- 
marily abrogate such rule change if it appears to the 
Commission that such action is necessary or appropri- 
ate in the public interest, for the protection of invest- 
ors, or otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 13, 
1975. Interested persons are invited to submit written 
jiata, views and arguments concerning the submission 
within 30 days from the date of publication in the 


Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
NASD-1975-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N. W., Washington, D. C. Copies of 
the filing also will be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11712/October 6, 1975 


Admin. Proc. File No. 3-4712 
In the Matter of 


ROBERT J. VAN OVERMEER 
2452 Christian Hills Drive 
Rochester, Michigan 


ORDER IMPOSING REMEDIAL SANCTION 


In this broker-dealer proceeding under the Securities 
Exchange Act, Robert J. Van Overmeer, formerly a 
securities salesman for a registered broker-dealer 
failed to answer the order that instituted this proceed- 
ing and, therefore, is in default. 1/ 


On the basis of that order it is, therefore, found that 
respondent willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest 
to bar respondent from association with any broker 
or dealer. 


Accordingly, 1T iS ORDERED that Robert J. Van 
Overmeer be and, he hereby is, barred from associa- 
tion with any broker or dealer. 

For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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1/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that a party’s failure to file an answer as required 
shall be deemed a default and that the Commission may, 
in such circumstances, determine the proceedings 
against such party upon consideration of the order for 
proceedings, the allegations of which may be deemed 
true as to such party. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11713/October 7, 1975 


See Investment Advisers Act of 1940 Release No. 480/ 
October 7, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11714/October 7, 1975 


In the Matter of 


THE AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-75-2) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
PURSUANT TO SECTION 19(b)(1) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934; ORDER DECLARING 
RULE CHANGE EFFECTIVE 


NOTICE IS HEREBY GIVEN that the American Stock 
Exchange, Inc. (‘““Amex’’), a national securities exchange 
registered with the Commission pursuant to Section 6 of 
the Securities Exchange Act of 1934 (the “Act’’), filed 
with the Commission pursuant to Subsection 19(b)(1) 
of the Act a proposed amendment to its Rule 952 which 
would raise from $2.00 to $3.00 the price under which 
options may be traded on that exchange in sixteenths. 
Such options are presently traded in eighths. The pur- 
pose of the rule is to permit tighter markets and greater 
price flexibility in these options. 


The Commission finds good cause for approving the 
amendment before the thirtieth day after publication 
of the filing because (1) the regulatory and policy 
issues involved are substantially the same as those 
raised by a similar change in the CBOE’s rules which 
was published in the Federa/ Register at 40 FR 15015 
(April 4, 1975) and 40 FR 17355 (April 18, 1975), 
(2) the effectiveness of Amex’s amendment has been 
delayed by the necessity of refiling under recently 
adopted Rule 19b-4, and (3) the Commission is not 
aware of any substantial reason to treat Amex differ- 
ently than CBOE in this matter, and (4) the amend- 
ment will help eliminate confusion arising from the 
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difference in CBOE and Amex rules. 


IT IS THEREFORE ORDERED, pursuant to Section { ) 
19(b)(2) of the Act, that the amendment to Amex Rule 
952 be, and the same hereby is, approved. 


Publication of the text of Amex’s rule change is expect- 
ed to be made in the Federa/ Register during the week 
of October 13, 1975. Interested persons are invited to 
submit written data, views and arguments concerning 
this submission within 35 days from the date of publi- 
cation in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549. Reference should be made to File No. 
SR-Amex-75-2. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11715/October 8, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES } 
BY PACIFIC STOCK EXCHANGE, INCORPORATED I 


(File No. SR-PSE-75-3) 


The Pacific Stock Exchange, Incorporated (““PSE’’) sub- 
mitted on October 3, 1975, a proposed rule change 
under Rule 19b-4 with respect to the implementation 
of interfaces between Pacific Securities Depository 
Trust Company (“PSDTC”) and Depository Trust Com- 
pany (“DTC”) and Midwest Securities Trust Company 
(“MSTC”). 


The PSE submission consists of interface agreements 
for the interfaces between PSDTC and DTC and MSTC. 
The PSE has requested with respect to the interface 
agreements that the Commission continue its finding, 
as set forth in its letter of October 22, 1974, pursuant 
to Paragraph (g) of Rules 8c-1 and 15c2-1 under the 
Securities Exchange Act of 1934 that the agreements, 
provisions and safeguards established by and for 
PSDTC are adequate for the protection of investors. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 13, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the PSE sub- 
mission within three weeks from the date of publica- 
tion in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 


le 


/ 


l@ 


Washington, D. C. 20549. Reference should be made to File 


[ «=, No. SR-PSE-75-3. 


Copies of the PSE’s submission and of all written com- 
ments will be available for inspection at the Securities 
and Exchange Commission’s Public Reference Room, 
1100 L Street, N. W., Washington, D. C. Copies of the 
filing will also be available at the principal office of the 
PSE. 


For the Commission by the Division of Market Regula- 
tion, pursuart to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11716/October 8, 1975 


Admin. Proc. File No. 3-4223 
In the Matter of 
SEYMOUR LAFAZAN 


83 Rumson Road 
Rumson, New Jersey 


) ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Seymour Lafazan, who was vice presi- 
dent of the former broker-dealer firm of F. O. Baroff 
Comapny Inc., 1/ has submitted an offer of settlement 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that Seymour Lafazan will- 
fully aided and abetted violations of Section 15(c)(3) 
of the Exchange Act and Rule 15c3-1 thereunder, and 
that it is in the public interest to impose the sanctions 
specified in the offer of settlement. 2/ 


Accordingly, 1T 1S ORDERED that Seymour Lafazan 
be, and he hereby is, suspended from association with 
any broker, dealer, or investment company for a 
period of three months effective at the opening of 
business on October 20, 1975; and it is further 


ORDERED that after the expiration of that suspension 
the said Seymour Lafazan be, and he hereby is, barred 
from any supervisory or proprietary association with 
any broker, dealer, or investment company. 


For the Commission by the Office of Opinions and 


Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ F. O. Baroff’s broker-dealer registration was revoked 
in these proceedings on the basis of its consent. Securi- 
ties Exchange Act Release No. 10142 (May 10, 1973), 
1 SEC Docket 5. 


2/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11717/October 8, 1975 _ 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE BOSTON STOCK EXCHANGE 


(File No. SR-BSE-75-1) 


The Boston Stock Exchange submitted on September 
15, 1975 a proposed rule change under Rule 19b-4 to 
delete the $50 maximum amount of a fine which can 
be imposed for acts inconsistent with good order and 
decorum on the floor of the exchange. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 13, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-BSE-75-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N. W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the above 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11718/October 8, 1975 


In the Matter of 
THE PBW STOCK EXCHANGE, INC. 


17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 
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(SR-PBWSE-75-3) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
PURSUANT TO SECTION 19(b)(1) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934; ORDER DECLARING 
RULE CHANGE EFFECTIVE 


NOTICE IS HEREBY GIVEN that the PBW Stock Ex- 
change, Inc. (“PBW”), a national securities exchange 
registered with the Commission pursuant to Section 6 
of the Securities Exchange Act of 1934 (the “‘Act’’), 
filed with the Commission pursuant to Subsection 
19(b)(1) of the Act a proposed amendment to its Rule 
1037 which would raise from $2.00 to $3.00 the price 
under which options may be traded on that exchange in 
sixteenths. Such options are presently traded in eighths. 
The purpose of the rule is to permit tighter markets and 
greater price flexibility in these options. 


The Commission finds good cause for approving the 
amendment before the thirtieth day after publication 
of the filing because (1) the regulatory and policy issues 
involved are substantially the same as those raised by a 
similar change in the CBOE’s rules which was published 
in the Federal Register at 40 FR 15015 (April 4, 1975) 
and 40 FR 17355 (April 18, 1975), and (2) the Com- 
mission is not aware of any substantial reason to treat 
PBW differently than CBOE in this matter, and (3) the 
amendment will help eliminate confusion arising from 
the difference in CBOE and PBW rules. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the amendment to PBW Rule 
1037 be, and the same hereby is, approved. 


Publication of the text of PBW’s rule change is expected 
to be made in the Federal Register during the week of 
October 14, 1975. Interested persons are invited to 
submit written data, views and arguments concerniny 
this submission within 35 days from the date of publica- 
tion in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. Reference should be made to 

File No. SR-PBWSE-75-3. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11719/October 8, 1975 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’”’) the temporary suspen- 
sion of exchange and over-the-counter trading for the 
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ten day period commencing at midnight EDT on October 

8, 1975 and continuing through midnight EDT on Octo- 

ber 18, 1975 of the securities of W. T. Grant Company if 
(“Grant’’). 


Trading was originally suspended on the request of the 
company pending dissemination of news concerning 
the company’s financial condition and efforts to rene- 
gotiate financing agreements. Grant has requested that 
the trading suspension be continued until such time as 
its financial condition can be adequately determined. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing informaticn along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 

Act, at the termination of the suspension, no quotation 

may be entered unless and until they have strictly com- 

plied with all of the provisions of said rule. If any broker 

or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 

tion but immediately contact the staff of the Securities 

and Exchange Commission, Division of Enforcement 

in Washington, D. C. If any broker or dealer is uncer- 

tain as to what is required by Rule 15c2-11, he should 

refrain from entering quotations relating to the securi- 

ties in question until such time as he has familiarized 

himself with said rule and is certain that all of its pro- 

visions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the } 
Commission will consider the need for prompt enforce- 

ment action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19198/October 3, 1975 


In the Matter of 

MISSISSIPPI POWER & LIGHT COMPANY 

P. O. Box 1640 

Jackson, Mississippi 39205 

(70-5743) 

NOTICE OF PROPOSAL TO AMEND ARTICLES OF 


INCORPORATION AND SOLICIT PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Mississippi Power & } 
Light Company (’’Mississippi’’), an electric utility subsidiary —) 


anf 


[ 


_ of Middle South Utilities, Inc., a registered holding 
company, has filed a declaration with this Commis- 
y sion pursuant to the Public Utility Holding Company 
r™ Act of 1935 (‘‘Act’’), designating Sections 6(a), 7, 

} and 12(e) of the Act and Rule 62 promulgated there- 
under as applicable to the following proposed trans- 
actions. All interested parties are referred to said de- 
claration, which is summarized below, for a complete 
statement of the proposed transactions. 


in order to provide a portion of the funds which will 

be needed to carry forward the construction program 
over the next five years, Mississippi proposes to 

amend its Articles of Incorporation so as to increase 

its authorized preferred stock from 454,476 to 704.,- 
476 shares. Mississippi also proposes to add to the 
authority of the Board of Directors, in establishing new 


series of preferred stock and in fixing those terms there- 


of as to which there may be variations between series, 
authority to fix and determine sinking fund provisions 
for the redemption or purchase of shares of such new 
series of preferred stock. In connection therewith, 
Mississippi proposes to solicit proxies from the hold- 
ers of its outstanding sotck for use at a special meet- 
ing of stockholders to be held on December 15, 1975. 


It is stated that Mississippi finds it desirable to pro- 
vide a portion of its capital requirements through the 
issuance and sale, from time to time, of additional 
preferred stock and that, under recent market condi- 
tions, other electric utilities have found it possible to 
sell preferred stock at acceptable dividend rates only 


ig if the holders of the new series are granted the benefit 


of a sinking fund. Mississippi presently has 378,808 
shares of preferred stock outstanding. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$17,000, including legal fees of $10,500. It is stated 
that no State commission or Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 29, 1975, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air 
mail if the person being served is located more than 
500 miles from the point of mailing) upon the de- 
clarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed or 
as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
4, and Regulations promulgated under the Act, or the 
Commission may grant exemption from its rules 
under the Act as provided in Rules 20(a) and 100 


thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if‘ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19199/October 3, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


(70-5740) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
ACT AS SURETY ON BOND OF PUBLIC-UTILITY 
SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Section 12(b) of the Act and 
Rule 45 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred 
to the declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


On July 3, 1975, Hope Natural Gas Gompany, a Division 
of Consolidated’s wholly-owned public-utility subsidiary 
company, Consolidated Gas Supply Corporation (“Supply 
Corporation”’), filed revisions in its rate schedules with 
the Public Service Commission of West Virginia provid- 
ing for increased rates and charges approximating 
$8,966,268 per year for furnishing natural gas service 

in the State of West Virginia. By action of the State com- 
mission, the effectiveness of the new rates was suspended 
until December 1, 1975. The new rates may now become 
effective upon the filing by Supply Corporation of a bond, 
with satisfactory surety, in the amount of $9,000,000, 
for the payment of any customer refunds which the State 
commission may order. The State commission has indi- 
cated that Consolidated may act as surety on such bond. 
Consolidated proposes, without fee or other considera- 
tion, to act as surety on the bond of Supply Corpora- 
tion to save the cost of securing an outside corporate 
surety. 


The fees and expenses incurred by Supply Corporation 
in connection with the proposed transaction are estimated 
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at $2,275, including charges of $200 for the services, 
at cost, of Consolidated Natural Gas Service Company, 
Inc., Consolidated’s wholly-owned service company. 
The declaration states that no State commission and 
no Federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 30, 1975, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchanye Commission, Washinyton, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being ser- 
ved is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 

the request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Reyulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to deleyated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19200/October 6, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


WATERFORD ELECTRIC LIGHT COMPANY 
Waterford, Pennsylvania 16441 


(70-5478) 


ORDER PERMITTING WITHDRAWAL OF APPLI- 
CATION-DECLARATION 
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General Public Utilities Corporation (““GPU”), a regis- 

tered holding company, and two of its electric utility 
subsidiary companies, Pennsylvania Eiectric Company i 
(“Penelec’’) and Waterford Electric Light Company 
(“Waterford”), have filed an application-declaration, } 
and an amendment thereto, with this Commission pur- 

suant to Sections 6(a), 7, 9(a), 10 and 12(b) of the 

Public Utility Holding Company Act of 1935 (““Act’’) 

and Rules 43 and 50 promulgated thereunder reyard- 

ing certain proposed transactions. Applicants-declar- 

ants now seek to withdraw that application-declara- 

tion. 


By notice dated March 21, 1974 (HCAR No. 18336), 
issued in this proceeding, it was stated that Penelec 
proposed to acquire from GPU all of the issued and out- 
standing capital stock of Waterford. Details of the 
proposed transaction appear in the March 21 notice. 

No requests for a hearing were filed. 


By amendment filed in this proceeding, it is stated 
that the proposed transaction will not be accomplish- 
ed in the near term. Applicants-declarants have there- 
fore requested that they be permitted to withdraw the 
said application-declaration. 


Upon the basis of the facts in the record, it is hereby 
found that said application-declaration should be per- 
mitted to be withdrawn. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, with- 
drawn. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19201/October 7, 1975 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


(70-5731) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF FIRST MORTGAGE BONDS AT COM- 
PETITIVE BIDDING AND ISSUE OF FIRST MORT- 
GAGE BONDS FOR SINKING FUND PURPOSES 


Pennsylvania Power Company (‘‘Pennsylvania’’), an 
electric utility subsidiary company of Ohio Edison 
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Company, a registered holding company, has filed an 
application and amendments thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rule 50 
promulgated thereunder regarding the followiny pro- 
posed transactions. 


Pennsylvania proposes to issue and sell, subject to the 
competitive bidding requirements under the Act, up 

to $25,000,000 principal amount of First Mortyage 
Bonds (“Bonds”) in one or more series, each series to 
mature in not less than 5 and not more than 30 years. 
Pennsylvania will notify the bidders of its decisions 

as to the number of series in which the Bonds will be 
issued and the maturity of the Bonds not less than 72 
hours prior to the bidding. The price of the Bonds 
(which will not be less than 100%, unless Pennsylvania 
shall authorize a lower percentage not less than 99%, 
but not greater than 102.75% of the principal amount 
thereof plus accrued interest from October 1, 1975, 

to the date of delivery) and the interest rate will be 
determined by competitive bidding. The Bonds will 

be issued under the Indenture, dated as of November 1, 
1945, of Pennsylvania to First National City Bank of 
New York as Trustee, as heretofore supplemented and 
amended, and as to be further supplemented and amend- 
€< by a thirteenth Supplemental Indenture, to be dated 
as of October 1, 1975. The terms of the Bonds provide 
that none of the Bonds may be redeemed at the option 
of Pennsylvania prior to October 1, 1980, if the funds 
for such redemption are obtained at an interest cost 
lower than the yield of the Bonds. 


Pennsylvania also proposes to issue $1,169,000 princi- 
pal amount of First Mortgage Bonds, 3%% Series, due 
1982 to the First National City Bank, Trustee, under 

the Indenture dated November 1, 1945, as amended and 
supplemented (particularly by the Third Supplemental 
Indenture dated February 1, 1952) and to surrender 
such bonds (hereinafter “Sinking Fund Bonds”) to the 
Trustee in accordance with the Indenture’s sinking fund 
requirements. The Sinking Fund Bonds are to be identi- 
cal in all respects to those authorized by the Commission 
on Feburary 1, 1974 (HCAR No. 18274). Both the 
Bonds and the Sinking Fund Bonds will be issued against 
property additions and a portion of the principal 
amount of first mortgage bonds to be retired November 
1, 1975. 


The proceeds realized from the sale of the Bonds will be 
used to retire $9,793,000 principal amount of First 
Mortgage Bonds, 2-7/8% Series due November 1, 1975, 
to repay short-term indebtedness (estimated to aggre- 
gate $13,700,000 at the time of the sale of the Bonds), 
and to reimburse Pennsylvania's treasury in part for 
monies expended for the construction of new facilities 
and improvement of existing facilities. Pennsylvania 
proposes to use the Sinking Fund Bonds solely to ob- 
tain, for inclusion in its general funds, the payments 
deposited, or required to be deposited on or before 
December 1, 1975, with the Trustee under the Inden- 
ture’s sinking fund provisions. The cash so acquired 

by Pennsylvania will be applied to its 1975 construc- 
tion program or to reimburse its treasury in part for 
monies expended for such purpose. 


The fees and expenses to be incurred by Pennsylvania 
in connection with the issuance and sale of the Bonds 
are estimated at $127,500, including legal fees of 
$20,500, accountants’ fees of $28,000, and manage- 
ment consultants’ fees of $13,000. The fees and ex- 
penses to be incurred by Pennsylvania in connection 
with the issuance of the Sinking Fund Bonds are esti- 
mated not to exceed $2,250, including approximately 
$750 in legal fees. The Pennsylvania Public Utility 
Commission has authorized the proposed issue and 
sale of the Bonds and issue of the Sinking Fund Bonds. 
No other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19154), and no hear- 
ing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors 
and consumers that said application, as amended, be 
granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rules 
24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19202/October 8, 1975 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-5733) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF CUMULATIVE PREFERRED STOCK AT 
COMPETITIVE BIDDING 


Pennsylvania Electric Company (“Penelec’’), an elec- 
tric utility subsidiary of General Public Utilities Cor- 
poration, a registered holding company, has filed an 
application and amendments thereto with this Com- 
mission pursuant to Section 6(b) of the Public Utility 
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Holding Company Act of 1935 (“‘Act’’) and Rule 50 
promulgated thereunder regarding the following pro- 
posed transaction. 


Penelec proposes to issue and sell for cash, subject to 
the competitive bidding requirements of Rule 50 under 
the Act, up to 320,000 additional shares of its cumula- 
tive preferred stock, % Series K (‘new preferred 
stock’). Terms of the new preferred stock will include 
a mandatory redemption provision, commencing not 
later than October 1, 1980, to retire annually 5% of the 
shares of such stock that are originally issued at $100 
per share, plus accrued dividends to the redemption 
date on October 1 of each year. This mandatory redemp- 
tion provision is designed to retire all of the new prefer- 


red stock by October 1, 2000. Terms of the new preferred 


stock will also provide that Penelec shall not refund the 
new preferred stock by the issuance of either new debt 
securities at a lower interest cost or other preferred stock 
at a lower dividend cost before October 1, 1980. 


The dividend rate and the optional redemption prices 
will be determined by the competitive bidding. The 
bidding procedure will require: (1) that the price per 
share (and the price at which each share shall be initially 
offered by the underwriters to the public) shall be $100, 
which is the par value of the new preferred stock; (2) 
that the dividend rate for the new preferred stock be 
specified in such bids and be a multiple of 1/25th of 
1%; and, (3) that the underwriting commission per 
share to be paid by Penelec to the successful bidders 

be specified in the bids. The bidding procedure will not 
establish a minimum or maximum dividend rate or com- 
mission within which range bids may be considered. 


The proceeds to be realized from the sale of the new 
preferred stock will be used to pay a portion or all of 
Penelec’s short-term bank loans expected to be out- 
standing at the date of sale or to reimburse Penelec’s 
treasury for funds previously expended therefrom for 
construction purposes. Penelec expects to have approxi- 
mately $28,000,000 of bank loans outstanding immedi- 
ately prior to the date of sale of the new preferred 
stock. 


Fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $140,000, 
including legal fees of $32,000 and accountants’ fees 
of $13,500. Fees of counsel for the bidders are esti- 
mated at $17,000 and will be paid by the successful 
bidders. The Pennsylvania Public Utility Commission 
has authorized the proposed transaction. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19159), and no hear- 
ing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 

Act and the rules thereunder are satisfied and that 

no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
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investors and consumers that said application, as amend- 
ed, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, sub- 
ject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8969/October 3, 1975 


In the Matter of 


NEW YORK HEDGE FUND 

c/o David Rosen 

1370 Avenue of the Americas 
New York, New York 10019 


(811-1687) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that New York Hedge 
Fund, Inc. (““Applicant’’), registered as an open-end, 
non-diversified management investment company 
under the Investment Company Act of 1940 (““Act”’), 
filed an application pursuant to Section 8(f) of the 

Act on October 24, 1974, and amendments thereto on 
May 5, 1975 and September 22, 1975, for an order of 
the Commission declaring that Applicant has ceased 

to be an investment company as defined in the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


Applicant was incorporated under the laws of the State 
of Maryland on July 1, 1968 and registered under the 
Act on July 16, 1968. Applicant first commenced a 
public offering of its shares on February 17, 1969 pur- 
suant to a registration statement under the Securities 
Act of 1933 made effective on such date. 
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On July 12, 1973, Applicant’s Board of Directors unani- 
mously approved a proposed Plan of Voluntary Dissolu- 
tion. Applicant’s shareholders voted at a Special Meet- 
ing of Shareholders held on July 1, 1974 and reconven- 
ed on July 16, 1974, to cause its dissolution. According- 
ly, Applicant was dissolved under the laws of the State 
of Maryland on April 22, 1975. Applicant states that it 
has endeavored to distribute its assets, all of which is 
represented by cash, to its shareholders and in this re- 
gard has made many efforts to request all of its share- 
holders to surrender their shares for redemption. Appli- 
cant also states that notices have been mailed to all re- 
maining shareholders advising them to prove their inter- 
ests in Applicant as required by Maryland law. As of 
April 30, 1975, the total assets of Hedge remaining was 
$8,776, but liabilities, including a reserve for final ex- 
penses of liquidation, accounted for $6,598 and there- 
fore, a net asset value of $2,178 remained. As of the 
same date 14 shareholders had not yet redeemed their 
shares. 


Applicant states that should the application be granted, 
its funds will be transferred from its present custodial 
account to a regular checking account and this will re- 
sult in a savings of the minimum $200 per month 
custodial fee. 


Applicant may prosecute certain claims relating to 
alleged fraudulent conduct committed by former 
officers. Any recovery on such claim will be paid 
pro rata to stockholders who were of record on 
March 5, 1973. 


Section 8(f) of the Act provides in pertinent part, 

that when the Commission, upon application, finds that 
a registered investment company has ceased to be an in- 
vestment company, it shall sc declare by order, and upon 
the taking effect of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested 
person may, not later than October 28, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such a request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the 
address stated above. Proof of such service (by affi- 
davit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. 

As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following Octo- 
ber 28, 1975, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any no- 
tices or orders issued in this matter, including the 


date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8970/Cctober 3, 1975 


In the Matter of 


PINESTOCK ASSOCIATES, INC. 
FIDUCIARY EQUITY ASSOCIATES, INC. 
140 Broadway 

New York, New York 10005 


(812-3816) 


ORDER OF EXEMPTION PURSUANT TO SECTION 
17(b) OF THE ACT AND ORDER PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER 


Pinestock Associates, Inc. (“Pinestock’’), and Fiduciary 
Equity Associates, Inc. (“FEA”), both open-end diver- 
sified management investment companies registered 
under the Investment Company Act of 1940 (“Act’’), 
filed an application on June 5, 1975, and amendments 
thereto on July 28, August 13, and August 29, 1975, 
(1) pursuant to Section 17(b) of the Act for an order 
of the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed merger of FEA 
with and into Pinestock; and (2) pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder for an 
order permitting Alliance Capital Management Corpor- 
ation (“Alliance’’) the investment adviser of each of 
the Applicants, to assume the anticipated expenses 

of Pinestock, but not those of FEA, in connection 
with the proposed merger. 


On September 5, 1975, a notice was issued (Invest- 
ment Company Act Release No. 8919) of the filing 

of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that 

an order disposing of the application would be issued 
on the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hear- 


"ing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and 
fair and do not involve overreaching on the part of any 
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person concerned; and that the proposed transaction is 
consistent with the policies of Pinestock and FEA and 
with the general purposes of the Act. It is further found 
that the participation of Pinestock and FEA in the pro- 
posed transaction is consistent with the provisions, 
policies and purposes of the Act and that neither Pine- 
stock’s nor FEA’s participation is on a basis less advan- 
tageous than that of the other participants. Accordingly, 


IT iS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed merger of FEA into Pinestock be, 
and hereby is, exempted from the provisions of Section 
17(a) of the Act. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the applica- 
tion to permit Alliance to participate in the merger of 
FEA into Pinestock in the manner described be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8971/October 6, 1975 


In the Matter of 
RAND CAPITAL CORPORATION 
and 


RAND SBIC, INC. 

Suite 2205 

Main Place 

Buffalo, New York 14202 


(812-3841) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING CERTAIN TRANSACTIONS FROM 
SECTION 12(e), 17(a) AND 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Rand Capital Cor- 
poration (“Rand Capital”) and Rand SBIC, Inc. 
(“Rand SBIC”) (collectively referred to as ““Appli- 
cants”’), both New York corporations, jointly filed 

an application on July 23, 1975, pursuant to Section 
6(c} of the Investment Company Act of 1940 (“Act”) 
requesting an order of the Commission for certain 
exemptions from Sections 12(e), 17(a) and 17(d) of 
the Act and Rule 17d-1 thereunder. All interested 
persons are referred to the application on file with 
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the Commission for a statement of the representations 
therein which are summarized below. 


Rand Capital is registered as a closed-end, non-diversi- 
fied, management investment company under the Act. 
It was organized and commenced business in 1969 as 

a “venture capital” company, principally furnishing 
capital to industry, financing promotional enterprises, 
purchasing securities of issuers for which no ready mar- 
ket is in existence and reorganizing companies or 
engaging in similar activities. 


Rand SBIC was organized by Rand Capital as a wholly- 
owned subsidiary on February 11, 1975. Applicants 
represent that Rand SBIC has not engaged in any busi- 
ness of any kind other than organizational matters and 
the submission to the Small Business Administration of 
a License Application under the Small Business Invest- 
ment Act of 1958, as amended. Applicants propose to 
operate Rand SBIC as a non-diversified, closed-end 
management investment company licensed as a Small 
Business Investment Company (“SBiC’’), doing business 
as a “venture capital” company, with particular, but 
not exclusive, emphasis on investments in upstate New 
York. 


Rand Capital proposes to purchase 25 shares of Com- 

mon Stock to be issued by Rand SBIC for an aggre- 

gate purchase price equal to the smallest amount of 

the following: (i) $505,000, which constitutes 22.56% 

of the total assets of Rand Capital at March 31, 1975, 

as valued by its Board of Directors at its most recent 
quarterly meeting on April 17, 1975; (ii) 25% of the i 
total assets of Rand Capital as valued by its Board of i g 
Directors at the time of the purchase of the shares of 

Rand SBIC or {iii) an amount which will permit Rand 

SBIC to sell subordinated debentures to the Small Bus- 

iness Administration in the maximum principal amount 
permitted under paragraph 5 of the conditions, herein- 

after specified, which Rand Capital and Rand SBIC 

have agreed to. No part of this initial investment will 

be made with borrowed funds. 


Rand SBIC proposes to raise additional capital by the 
issuance and sale of subordinated debentures to the 
Small Business Administration (“SBA”) as provided in 
Section 303 of the Small Business Investment Act of 
1958 and the regulations of the SBA. 


By means of the formation and operations of an SBIC 
subsidiary, Rand Capital will be able to acquire addi- 
tional investment capital which, Applicants assert, is 
not otherwise available to it. Applicants contend that 
they will be able to carry out more effectively the 
primary purpose of Rand Capital, which is to make 
venture capital investments, in that Rand Capital and 
Rand SBIC will have in the aggregate a larger fund of 
investment capital and the capacity to commit larger 
amounts to each venture capital investment than Rand 
Capital now has. 


Applicants have agreed that the order of the Commis- 
sion that may issue pursuant to this Notice may be con- ! 
ditioned upon the following: 


1. After initial transfer of assets and liabilities by Rand 
Capital to Rand SBIC, Rand Capital will not make any 
further investment in Rand SBIC if the aggregate value 
of any existing investment plus the cost of any addi- 
tional investment in Rand SBIC would exceed 25% of 
the value of Rand Capital’s total assets on a corporate 
basis after the making of the additional investment; 


2. At all times, Rand Capital will own and hold, bene- 
ficially and of record, all of the outstanding capital 
stock of Rand SBIC; 


3. Rand Capital will not cause or permit Rand SBIC 
to change any of its fundamental investment policies, 
or take any other action referred to in Section 13(a) 
of the Act, unless such action shall have been author- 
ized by Rand Capital after approval of such action by 
a vote of a majority (as defined in the Act) of the out- 
standing voting securities of Rand Capital; 


4. Rand Capital will not cause or permit Rand SBIC 
to enter into, renew or perform any investment ad- 
visory or underwriting contract or agreement, written 
or oral, as contemplated by Section 15 of the Act, 
unless the terms of such contracts or agreaments and 
any renewal thereof shall have been approved in com- 
pliance with said Section 15, and where any vote of 
the stockholders of Rand SBIC would be required by 
said Section 15, unless the stockholders of Rand 
Capital also shall have approved the same by vote by 
a majority (as defined in the Act) of the outstanding 
voting securities of Rand Capital, or where any action 
of the directors of Rand SBIC would be required by 
> ] said Section 15, unless the board of directors of 
Rand Capital, including a majority of those directors 
who are not parties to any such contract or agree- 
ment or affiliated person of any such party, also 
shall have approved the same; 


if 


5. Subject to Rand Capital, individually, and Rand 
Capital and Rand SBIC, on a consolidated basis, having 
the asset coverage required by Section 18(a) of the 
Act immediately after the issuance or sale of any 
senior securities, (a) Rand Capital may issue and sell 
to one or more banks, or to one or more insurance 
companies (but not to both a bank or banks and an 
insurance company or insurance companies), its unse- 
cured promissory notes or its other unsecured evidences 
of indebtedness in consideration of any loan, extension 
or renewal thereof, made by private arrangement, pro- 
vided that such notes or evidences of indebtedness are 
not intended to be publicly distributed, and provided 
further that such notes or evidences of indebtedness 
are not convertible into, exchangeable for, or accom- 
panied by any options to acquire any equity security, 
and (b) Rand SBIC may borrow from SBA on such 
basis as SBA from time to time may iend to SBIC’s 
and as may be permitted to SBIC’s under the Act, 
including Section 18(k) thereof and applicable rules 
thereunder, provided that Rand Capital will not guar- 
antee any such borrowings by Rand SBIC; in addition 
to borrowing from SBA, Rand SBIC may borrow from 
Rand Capital, and (c) except as above specifically pro- 
vided in paragraph 5, Rand Capital will not itself, and 
Rand Capital will not cause or permit Rand SBIC to, 


issue any senior security or sell any senior security of 
which Rand Capital or Rand SBIC is the issuer. 


6. Rand Capital will cause to be elected as directors of 
Rand SBIC.only persons who are directors of Rand 
Capital, elected in compliance with Section 16(a) of 
the Act, and at all times officers of Rand Capital will 
also be officers of Rand SBIC. 


7. Rand Capital will file with the Commission and 
transmit to its stockholders reports prescribed and 
required by Section 30 of the Act, including separate 
financial statements of Rand SBIC. Rand Capital will 
also cause Rand SBIC to file with the Commission 
copies of all reports which Rand SBIC will be requir- 
ed to file with the SBA. Any independent public ac- 
countant who signs a financial statement filed by Rand 
Capital or Rand SBIC with the Commission shall be 
selected and approved for Rand Capital in compliance 
with Section 32(a) of the Act by a majority (as defined 
in the Act) of Rand Capital’s outstanding voting secur- 
ities. 


Section 12(d)(1)(A) of the Act, as here pertinent, pro- 
hibits a registered investment company from acquiring 
more than 3% of the total outstanding voting stock of 
any other investment company and Section 12(d)(1)(C) 
of the Act prohibits an investment company from ac- 
quiring more than 10% of the total outstanding voting 
stock of a registered closed-end investment company. 
Applicants represent that Section 12(e) of the Act 
would, notwithstanding Section 12(d)(1), permit Rand 
Capital to acquire securities issued by a corporation 
such as Rand SBIC which is engaged in the business 

of furnishing capital to industry, financing promotion- 
al enterprises, purchasing securities of issuers for which 
no ready market exists and reorganizing companies or 
similar activities and which issues securities consisting of 
only one class of common stock, except that Section 
12(e) does not permit the cost of such investment to 
exceed 5% of the value of Rand Capital’s total assets 

at the time of the investment. The proposed investment 
by Rand Capital in the common stock of Rand SBIC 
will exceed 5% of the value of Rand Capital’s total 
assets and is not permitted by Section 12(e) of the 

Act unless the Commission issues an order of exemp- 
tion from Section 12(e) of the Act to permit such 
purchase. 


Section 17(a) of the Act, as here pertinent, provides 
that it shall be unlawful for any affiliated person of 

a registered investment company, or any affiliated per- 
son of such person, (1) to sell any security or other 
property to such registered investment company or 
to any company controlled by any such registered in- 
vestment company except securities of which the 
buyer is the issuer or of securities which the seller is 
the issuer and which are part of a general offering 

to holders of its class of securities, (2) to purchase 
from a registered investment company or from any 
company controlled by such registered investment 
company, any security or other property (except 
securities of which the seller is the issuer), or (3) to 
borrow money or other property from such regis- 
tered company or from any company controlled by 
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such registered company, with certain exceptions. Appli- 
cants may transfer securities or property to each other 
in the course of the regular conduct of their business, 

or for the purpose of increasing the investment of Rand 
Capital in Rand SBIC, or for the purpose of Rand SBIC 
making a distribution with respect to its stock to Rand 
Capital. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, among other things, that it 
shall be unlawful, with certain exceptions not applicable 
here, for an affiliated person of a registered investment 
company or any affiliated person of such person, acting 
as principal, to participate in or effect any transaction 
in connection with any joint enterprise or arrangement 
in which any such registered company or a company 
controlled by such registered company is a participant 
unless an application respecting such transaction has 
been granted by the Commission. Applicants have re- 
quested an order under Section 17(d) and Rule 17d-1 
to permit them to participate together with third per- 
sons having no affiliation with Rand Capital, Rand 
SBIC or their affiliates in joint transactions. 


Rand Capital and Rand SBIC request the Commission 

to issue an order (a) exempting the above-described 
proposed purchase by Rand Capital of 25 shares of 
common stock of Rand SBIC from the provisions of 
Section 12(e) of the Act, subject to the conditions 
proposed above and (b) as permitted by Section 6(c) 

of the Act, exempting from the prohibitions contained 

in Section 17(a) of the Act transfers of property and 
securities effected solely between the Applicants and 

to permit any small business concern which may be- 
come an affiliated person of Rand Capital or Rand 

SBIC to sell securities issued by it to, or borrow 

money from, Rand Capital or Rand SBIC and permitting, 
under Section 17(d) of the Act and Rule 17d-1 thereunder, 
joint transactions or joint arrangements between them as 
above referred to, subject, however, to the following con- 
ditions: 


(1) Any small business concern which may become an 
affiliated person of Rand Capital or Rand SBIC may 
borrow from, or sell securities issued by it to, Rand 
SBIC, provided that such transaction meets the require- 
ments for an exemption pursuant to Rule 17a-6, ex- 
cept to the extent that it fails to meet the requirements 
of such Rule solely because Rand Capital is also a party 
to the transaction or has, or within six (6) months prior 
to the transaction had, or pursuant to an arrangement 
will acquire, a direct or indirect financial interest in the 
small business concern. 


(2) Rand Capital and Rand SBIC may participate in 
any joint enterprise or joint arrangement involving 
other participants, provided that such transaction 
meets the requirements for an exemption pursuant to’ 
Rule 17d-1, except to the extent it fails to meet the 
requirements of such Rule solely because Rand Capi- 
tal is, was or proposes to be a participant in the joint 
enterprise or joint arrangement. 


Section 6(c) of the Act provides that the Commission 
by order upon application, may conditionally or un- 
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conditionally exempt any person, security or trans- 
action from any provision or provisions of the Act if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Applicants submit that the requested exemptions will 
enable them to carry out more effectively (a) the pur- 
poses and objectives for which Rand Capital commen- 
ced business as an investment company registered 
under the Act and (b) the intent and policy of Con- 
gress as stated in and implemented by the Small 
Business Investment Act of 1958 and Section 12(e) 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 30, 1975, at 

5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 

by a statement as to the nature of his interest, the 
reasons for such request, and the issues of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a hear- 
ing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail 

if the person being served is located more than 500 
miles from the point of mailing) upon Rand Capital 
and Rand SBIC at the address stated above. Proof of 
such service (by affidavit or in case of an attorney- 
at-law by certificate) shall be filed contemporaneously 
with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the 
application herein may be issued by the Commission 
upon the basis of the information stated therein, un- 
less an order for hearing upon said application shall 
be issued upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8972/October 7, 1975 


In the Matter of 


C. |. DIRECT PLACEMENT FUND, INC. 





le 


c/o John J. McHugh, Secretary 
767 Fifth Avenue 
New York, New York 10022 





(811-2230) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On August 11, 1975, C. |. Direct Placement Fund, Inc. 
(“Applicant’’), a non-diversified, closed-end manage- 
ment investment company registered under the Invest- 
ment Company Act of 1940 (“*Act’’) filed an applica- 
tion pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant has ceased 
to be an investment company as defined by the Act. 


On September 5, 1975, a Notice (Investment Com- 
pany Act Release No. 8925) was issued on the filing of 
said application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued 

as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


an IT IS HEREBY ORDERED, pursuant to Section 8(f) 
i 9 of the Act that the registration of C. 1. Direct Place- 
ment Fund, Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8973/October 7, 1975 


In the Matter of 


CAPITAL INVESTORS GROWTH FUND, INC. 
2727 Allen Parkway 
Houston, Texas 77019 


(811-184) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
| BE AN INVESTMENT COMPANY 


On June 25, 1975, Capital Investors Growth Fund, 


Inc. (“Applicant”), a diversified, open-end management 
investment company registered under the Investment 
Company Act of 1940 (“Act’’) filed an application pur- 
suant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant has ceased to be an in- 
vestment company as defined by the Act. 


On September 5, 1975, a Notice (Investment Company 
Act Release No. 8926) was issued of the filing of said 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) 
of the Act that the registration of Capital Investors 
Growth Fund, Inc. shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8974/October 7, 1975 


In the Matter of 


E. F. HUTTON CORPORATE INCOME 
FUND FIRST SERIES (AND SUBSEQUENT 
SERIES) 

c/o E. F. Hutton & Company Inc. 

One Battery Park Plaza 

New York, New York 10004 


(812-3851) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR EXEMPTIONS FROM SEC- 
TION 14(a) AND FROM RULES 19b-1 AND 22c-1 


NOTICE IS HEREBY GIVEN that E. F. Hutton Cor- 
porate Income Fund, First Series (and subsequent 
Series) (“*Applicant’’), registered under the Investment 
Company Act of 1940 (“Act”) as a unit investment 
trust, filed an application on August 15, 1975, pursu- 
ant to Section 6(c) of the Act for an order of the Com- 
mission exempting Applicant from compliance with 
the provisions of Section 14(a) of the Act and exempt- 


SEC DOCKET/21 








ing the frequency of capital gains distributions of 
Applicant and the secondary market operations of 

E. F. Hutton & Company, Inc., Applicant's spon- 

sor (“Sponsor’’), from the provisions of Rule 19b-1 
and Rule 22c-1, respectively, under the Act. All in- 
terested persons are referred to the application on 

file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Each Series of Applicant to which the application 
relates will be governed, pursuant to Massachusetts 
law, by a trust agreement (hereinafter called the 
“Agreement”) under which the Sponsor will act as 
such, New England Merchanis National Bank will 
act as Trustee, and Telestat Advisory Service, Inc. 
will act as Evaluator. The agreement for each Series 
will contain standard terms and conditions of trust 
common to all Series. 


Pursuant to the Agreement, the Sponsor will deposit 
with the Trustee not less than $3,000,000 principal 
amount of preferred stocks and interest bearing cor- 
porate debt obligations, including contracts and funds 
for the purchase of such securities (hereinafter called 
the “‘Securities”) which the Sponsor shall have accum- 
ulated for such purpose. Simultaneously with such 
deposit the Trustee will deliver to the Sponsor regis- 
tered certificates for Units representing the entire 
ownership of the Series. These units are in turn to 

be offered for sale to the public by the Sponsor. 


The Securities will not be pledged or in any other way 
subjected to any debt at any time after the Securities are 
deposited with the Trustee. The Sponsor is in the pro- 
cess of accumulating the Securities for the purpose of 
deposit in Applicant's First Series and a similar pro- 
cedure will be followed for each future Series. In se- 
lecting the Securities, the following factors are con- 
sidered: (1) a rating of A or better by Standard and 
Poor’s or Moody’s of all of the underlying securities; 
(2) the yield and price of the underlying securities 
relative to other similar securities; (3) maturities of the 
debt obligations and the sinking fund provisions of the 
preferred stock; and (4) diversification of the portfolio. 
Each Series of Applicant wiil consist of the Securities, 
such securities as may continue to be held from time 
to time in exchange or substitution for any of the 
Securities, and accumulated and undistributed income. 


Units will remain outstanding until redeemed or until 
the termination of the Agreement. The Agreement may 
be terminated in the event that the value of the Securi- 
ties falls below an amount specified for each Series, 
either upon the direction of the Sponsor to the Trustee 
or by the Trustee without such direction. There is no 
provision in the Agreement for the issuance of any Units 
after the initial offering of Units, and such activity will 
not take place (except to the extent that the secondary 
trading by the Sponsor in the Units is deemed the issu- 
ance of units under the Securities Act of 1933.) 


The initial offering will be made separately through a 
final prospectus at a public offering price computed by 
adding to the offering side evaluation of the Securities, 
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divided by the number of units, a sales charge equal 
to 4% of the public offering price (4.17% of the value 
of the underlying Securities). Units are redeemable on 
the basis of the bid side evaluation of the Securities. 


The Sponsor, though under no obligation to do so, in- 
tends to maintain a market for Units of the various Series 
of Applicant and continuously to offer to purchase such 
Units at prices, subject to change at any time, which are 
based upon the offering side evaluation of the underlying 
Securities in the various Series. 


Sponsor further intends to resell such Units at the same 
4% sales charge as is applicable to sales during the initial 
public offering period. The Sponsor may discontinue 
such purchases of Units at prices based on the offering 
side evaluation of the underlying Securities if the supply 
of such Units should exceed demand, or for other busi- 
ness reasons (subject to certain limitations). During the 
initial offering period and thereafter, the price offered 
by the Sponsor for the purchase of Units must be an 
amount not less than the redemption price of such Unit, 
which is based on the aggregate bid side evaluation of 
the underlying Securities on the date on which such 
Unit is tendered for redemption. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company, prior to making a public offering of its 
securities, (1) have a net worth of at least $100,000, 

(2) have previously made a public offering and at that 
time have had a net worth of $100,000 or (3) have made 
arrangements for at least $100,000 to be paid in by 25 
or fewer persons before acceptance of public subscrip- 
tions. 


Applicant seeks an exemption from the provisions of 
Section 14(a) in order that a public offering of Units 

of Applicant as described above may be made. In con- 
nection with the requested exemption from Section 
14(a) the Sponsor agrees: (1) to refund, on demand 
and without deduction, all sales charges to purchasers 
of Units of a Series if, within 90 days from the time 
that a Series becomes effective under the Securities 

Act of 1933, the net worth of the Series shall be re- 
duced to less than $100,000, or if such Series is termin- 
ated; (2) to instruct the Trustee on the date of deposit 
of each Series that in the event that redemption by the 
Sponsor of Units constituting a part of the unsold Units 
shall result in that Series having a net worth of less than 
$3,000,000, the Trustee shall terminate the Series in 
the manner provided in the Agreement and distribute 
any Securities or other assets deposited with the Trustee 
pursuant to the Agreement as provided therein; and (3) 
in the event of termination for the reasons described in 
(2) above, to refund any sales charges to any purchaser 
of Units purchased from the Sponsor on demand and 
without any deduction. 


Rule 19b-1 


Rule 19b-1 provides in substance that no registered, 
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investment company which is a “regulated investment 
company” as defined in Section 851 of the Internal 
Revenue Code shall distribute more than one capital 

gain dividend in any one taxable year. Paragraph (b) 

of the Rule contains a similar prohibition for a company 
not “a regulated investment company” but permits a 
unit investment trust to distribute capital gains dividends 
received from a “regulated investment company” within 
a reasonable time after receipt. 


Distributions of principal, including any capital gains, 
and interest on each Series will be made to Unithold- 
ers monthly. Distributions of principal constituting 
capital gains to Unitholders may arise in the following 
instances: (1) an issuer may call or redeem an issue 
held in the portfolio; (2) securities may be disposed of 
in order to maintain the qualification of such Series as 
a regulated investment company under the Internal 
Revenue Code; and (3) securities may be liquidated 

in order to provide the funds necessary to meet re- 
demptions. 


As noted, paragraph (b) of Rule 19b-1 provides that 
a unit investment trust may distribute capital gain 
dividends received from a “regulated investment com- 
pany” within a reasonable time after receipt. Appli- 
cant asserts that the purpose behind such provision 

is to avoid forcing unit investment trusts to accumu- 
late valid distributions received throughout the year 
and distribute them only at year end, and that the 
operations of Applicant in this regard are squarely 
within the purpose of such provision. However, in 
order to comply with the literal requirements of the 
Rule, each Series of Applicant would be forced to 
hold any monies which would constitute capital gains 
upon distribution until the end of its taxable year. 
The application contends that such practice would 
clearly be to the detriment of the certificateholders. 


In support of the requested exemption, the applica- 
tion states that the dangers against which Rule 19b-1 
is intended to guard do not exist in the situation at 
hand, since neither the Sponsor nor Applicant has 
control over events which might trigger capital gains. 
In addition, it is alleged that the monthly interest 
distribution is fairly constant within a specified range 
and any capital gains distribution will be clearly indi- 
cated as capital gains in the accompanying report by 
the Trustee to the Unitholder. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that no regis- 
tered investment company issuing any redeemable se- 
curity, and no dealer in any such secufity, shall sell, 
redeem, or repurchase any such security except at a 
price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an order 
to purchase or sell such security. 


Applicant seeks an order exempting the secondary 
market operations of the Sponsor from the provisions 
of Rule 22c-1 under the Act. The Sponsor proposes 


to adopt the practice of valuing Units of a Series, for 
purchase and resale by the Sponsor in the secondary 
market, at prices computed on the last business day of 
each week, effective for all transactions made during 
the followirig week. This evaluation will be done by the 
Evaluator who has also agreed to institute a procedure 
whereby the Evaluator will provide informal evaluations 
to protect Unitholders and investors. In the case of a 
repurchase, if the evaluator cannot state that the current 
bid price is not higher than or equal to the previous Fri- 
day’s offering side evaluation, the Sponsor will order 

a new evaluation. In the case of a resale of Units in the 
secondary market, if the Evaluator cannot state that 
the previous Friday’s price is no more than one-half 
point ($5.00 on a Unit representing $1,000 principal 
amount of underlying securities) greater than the cur- 
rent offering price, a full evaluation will be ordered. 


Applicant states that there are two purposes for Rule 
22c-1: (1) to eliminate or reduce any dilution of the 
value of outstanding redeemable securities of registered 
investment companies which would occur through the 
redemption or repurchase of such securities at a price 
above their net asset value or the sale of such securities 
at a price based on a previously established net asset 
value which would permit a potential investor to take 
advantage of an upswing in the market and the accom- 
panying increase in the net asset value of the securities; 
and (2) to minimize speculative trading practices in the 
securities of registered investment companies. 


Applicant states that while the purposes for which Rule 
22c-1 was adopted would not be served by its applica- 
tion to Applicant, the interests of investors would be 
significantly impaired by imposing upon them the cost 
of additional determinations of net asset value which 
would be required by the Rule. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may, upon application, conditionally or uncon- 
ditionally exempt any person, security, or transaction, 
or any class or classes of persons, securities, or trans- 
actions from any provision of the Act, if and to the 
extent such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
party may, not later than October 30, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter, accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he 
be notified if the Commission orders a hearing there- 
on. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles 
from the point of mailing) upon the Applicant at the 
address stated above. Proof of such service (by affa- 
davit, or in the case of an attorney at law, by certifi- 
cate) shall be filed contemproaneously with the request. 
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As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course following 
said date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
or orders issued in the matter, including the date of 
the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1949 
Release No. 8975/October 7, 1975 


In the Matter of 


SHASTA FUND, INC. 
320 Main Street 
Farmington, Connecticut 06032 


(811-2067) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On September 17, 1975 a notice was issued (Investment 
Company Act Release No. 8938) of an application filed 
on August 8, 1975, by Shasta Fund, Inc. (“Applicant”), 
registered as an open-end, non-diversified management 
investment company under the Investment Company 
Act of 1940 (““Act’’), for an order of the Commission 
pursuant to Section 8(f) of the Act deciaring that Appli- 
cant has ceased to be an investment company as defined 
in the Act. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, : 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Shasta Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 


Management Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8976/October 7, 1975 


In the Matter of 


NO-LOAD SELECTED FUNDS, INC. 
3300 Whitehaven Street, N. W. 
Washington, D. C. 20007 


(811-2060) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On September 5, 1975 a notice was issued (Investment 
Company Act Release No. 8920) of an application filed 

on April 18, 1975 and amended on August 19, 1975, 

by No-Load Selected Funds, Inc. (‘Applicant’), regis- 

tered as an open-end, diversified management invest- 

ment company under the Investment Company Act of 

1940 (“Act”), for an order of the Commission pursu- 

ant to Section 8(f) of the Act declaring that Applicant 
has ceased to be an investment company as defined in if 
the Act. The notice gave interested persons an oppor- " 
tunity to request a hearing and stated that an order dis- 

posing of the application would be issued as of course 

unless a hearing should be ordered. No request for a 

hearing has been filed and the Commission has not 

ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of No-Load Selected Funds, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8977/October 7, 1975 


In the Matter of 


INVESTMENT CAPITAL CORPORATION 
c/o Bernard L. Greer, Jr. 

Shoot, McLain, Jessee, Merritt & Lyle 

3242 First National Bank Tower 

Atlanta, Georgia 30303 


(811-2308) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On September 5, 1975 a notice was issued (Investment 
Company Act Release No. 8924) stating that the Com- 


mission proposed pursuant to Section 8(f) of the Invest- 


ment Company Act of 1940 (“‘Act’’), to declare by 


order upon its own motion that Investment Capital Cor- 


poration (“ICC”), registered under the Act as a closed- 
end, non-diversified management investment company, 
has ceased to be an investment company as defined in 
the Act. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order 
terminating registration would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. The matter has been considered 

and it is found that ICC has ceased to be an investment 
company. Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Investment Capital Cor- 
poration under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8978/October 8, 1975 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 
Providence, Rhode Island 02903 


| 6| (812-3648) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING CERTAIN TRANSACTIONS FROM 
SECTION 17(a) OF THE ACT AND PURSUANT TO 
RULE 17d-1 UNDER THE ACT FOR AN ORDER 
PERMITTING CERTAIN TRANSACTIONS UNDER 
SECTION 17(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Narragansett Capital 
Corporation (‘Narragansett’), a non-diversified, closed- 
end management investment company registered under 
the Investment Company Act of 1940 (“Act’’), and a 
licensed small business investment company under the 
Small Business Investment Act of 1958, has filed an 
application on May 30, 1974, and amendments thereto 
on March 4, July 29, and September 24, 1975, for an 
order, pursuant to Section 17(b) of the Act, exempting 
from the provisions of Section 17(a) of the Act, and 
pursuant to Rule 17d-1 under the Act, permitting under 
Section 17(d) of the Act, certain proposed transactions 
which are to be made in connection with the reorgani- 
zation under Chapter X! of the Bankruptcy Act of the 
financial structure of Bevis Industries, Inc. (““Bevis’’), 

a Rhode Island corporation with its principal offices 
located in White Plains, New York. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Bevis is engaged in the business of, inter alia, manufac- 
turing and selling Christmas cards; Narragansett owns 
approximately 36.2% of that company’s outstanding 
common stock, and thus is presumed to control Bevis 
pursuant to Section 2(a)(9) of the Act. In early 1974, 
Bevis, finding itself with insufficient liquid working 
capital, sought additional loans from its institutional 
lenders, which included Narragansett and Industrial 
National Bank of Rhode Island (“Industrial”). How- 
ever, the Board of Directors of Narragansett determin- 
ed that it would not be in the best interests of Nar- 
ragansett’s shareholders to make a further extension 
of credit to Bevis. 


Industrial, on the other hand, agreed to extend further 
credit to Bevis, provided that, among other things, (a) 
Bevis file a petition for an arrangement under Chapter 
XI of the Bankruptcy Act, and (b) the principal equity 
owners of Bevis — Narragansett, Royal Little (““Little’’), 
and Bernhardt Denmark (“Denmark”) — make a signi- 
ficant contribution to working out Bevis’ problem. 


Little, who is Chariman of the Executive Committee 
and a Director of Narragansett and a former Chairman 
of the Board and Director of Bevis, owns approximate- 
ly 3% of Bevis’ outstanding stock. Denmark is Presi- 
dent, Chief Executive Officer, and a Director of Bevis, 
and owner of approximately 21.6% of its outstanding 
common stock. Industrial has been the principal insti- 
tutional lender to Bevis in recent years. A Senior Vice- 
President of Industrial is a Director of Bevis, and one 
Director of Industrial is a Director of Narragansett. 
Industrial also owns, through a wholly-owned small 
investment company subsidiary, 10% of the shares of 
Main Line Fashions, Inc., of which Narragansett owns 45%. 
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On April 15, 1974, Bevis filed a petition for an arrange- 
ment with the United States District Court for the 
Southern District of New York (No. 74-B 436). Pursu- 
ant to the Chapter XI proceeding, an Official Creditors 
Committee of Bevis was appointed. Neither Narragansett 
nor its representatives participated on this committee. 
The Committee agreed upon a Debtor’s Arrangement 
which was filed with the court by Bevis on December 16, 
1974, and was later amended by court orders on Decem- 
ber 30, 1974 and April 14, 1975, and confirmed by the 
court on April 23, 1975. The Debtor’s Arrangement, as 
approved by the court, provided for, among other things, 
full payment to priority creditors, and payment to gen- 
eral unsecured creditors as follows: (i) full payment in 
cash of claims up to $100; (ii) payment in cash of 12%% 
of claims amounting to more than $100, other than 
claims of Industrial; and (iii) full payment of Bevis’ 
indebtedness of $921,000 to Industrial. Pursuant to 

the Debtor’s Arrangement, Industrial advanced to Bevis 
the full amount of its indebtedness to Industrial of 
$921,000 as a term loan which is to be repaid by Bevis 
subject to specified terms. The full amount of this loan 
by Industrial is secured by a lien on all of Bevis’ assets. 


On May 2, 1975, Industrial and Bevis entered into an 
agreement (“May Agreement”) under which Industrial 
advanced to Bevis the $921,000 mentioned above. In 
addition, Industrial committed advances to Bevis dur- 
ing 1975 of up to approximately $4,000,000, subject 
to, among other things, Commission approval of the 
consideration to be paid for such loan. These advances 
would bear interest at 2% above Industrial’s prime rate 
in effect from time to time, and are secured by a first 
security lien on all of Bevis’ assets. Under the May 
Agreement, Bevis has agreed, among other things, to 
grant to Industrial the following consideration, subject 
to Commission approval: 


(a) additional compensation, up to a maximum of 
$450,000, equal to 25% of the difference between (i) 
the net worth of Bevis determined as of April 23, 
1975, plus $100,000, and (ii) the net worth of Bevis 
at the close of its 1979 fiscal year. Industrial has the 
right to require the determination of such compensa- 
tion under the same formula to be based on the net 
worth of Bevis at the close of earlier fiscal years, but 
limited to a maximum of $350,000 through 1978, 
$250,000 through 1977, or $150,000 through 1976. 
Payment of such additional compensation is contingent 
upon Industrial’s continued financing of Bevis’ reason- 
able financial requirements, if requested by Bevis, 
through the 1979 fiscal year, or such earlier fiscal 

year as for which Industrial chooses to require the 
additional compensation; and 


(b) the right to purchase 225,000 shares of Bevis’ 
common stock at its par value of $.10 per share, 
which shares contain certain put and call provisions. © 


Faiiure of the Commission to grant this application 
constitutes a default under the May Agreement and, 
in such event, Industrial has the right to accelerate 
maturity of all loans. In addition, Bevis has guaran- 
teed certain obligations of Bevis’ wholly-owned 
subsidiary, Necro Realty, Inc., on a mortgage in 
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favor of Industrial on properties leased by Bevis. 


The application states that, in order to induce Denmark 
to continue as Chief Executive Officer of Bevis beyond 
the existing term of his employment agreement, Den- 
mark’s employment agreement will be amended, subject 
to Commission approval, to increase his share of the 
annual pre-tax profits of Bevis from 2% to 5%. Bevis 
has also agreed, subject to Commission approval, to sell 
to Denmark 400,000 shares of Bevis’ common stock at f 
$.10 per share; to sell to Stanley Goldstin, (‘““Goldstein”), 
who until April 1, 1974, was Secretary of Bevis. 50,000 
shares at $.10 per share; and to sell to Daniel Kaplan 
(“Kaplan’’), a Vice-President of Bevis, 25,000 shares at 
$.10 per share. Bevis has further agreed, subject to Com- 
mission approval, to lend Denmark and Kaplan up to an 
aggregate of approximately $40,000, to be repiad one | 
year after the date of each advance with interest at the 

rate of 4%, for the purpose of acquiring such shares. 


The application suggests that, as a result of their stock- 
holdings in Bevis or other circumstances, Industrial, 

its designee, Denmark, Kaplan and Goldstein are, 
under Section 2(a)(3) of the Act, affiliated persons of, 
or affiliated persons of affiliated persons of, Narragan- 
sett or Bevis, a company controlled by Narragansett. 


Section 17(a)(2) and (3), respectively, prohibit an 
affiliated person of a registered investment company, 

or an affiliated person of such a person, acting as 
principal, from purchasing from such registered in- 
vestment company, or from any company controlled 

by such registered company, any security or other pro- (; 
perty (except securities of which the seller is the issuer), } 
and from borrowing money or other property from 

such registered investment company, or from any com- 
pany controlled by such registered company (unless the 
borrower is controlled by the lender) except as permitted 
in Section 21(b) of the Act. Under Section 17(b) of the 
Act, however, the Commission may, upon the filing of 
an application, exempt a transaction from the provisions 
of Section 17(a) upon finding that the terms of the pro- 
posed transaction, including the consideration to be paid 
or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned; that 
the proposed transaction is consistent with the policy of 
each registered investment company concerned as recited 
in its registration statement and reports filed under the 
Act; and that the proposed transaction is consistent 

with the general purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, among other things, that it 
shall be unlawful for any affiliated person of a regis- 
tered investment company, or any affiliated person of 
such a person, acting as principal, to effect any transac- 
tion in which such registered company, or a company 
controlled by such registered company, is a joint or a 
joint and several participant with such person, unless 
an application regarding such transaction has been 
granted by an order of the Commission. In passing 
upon such an application, the Commission will con- 
sider whether the participation of such registered or 
controlled company in such tranaction is consistent & 
with the provisions, policies and purposes of the Act, 
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and the extent to which such participation is on a 
basis different from or less advantageous than that 
of other participants. 


Narragansett requests an order exempting from the 
provisions of Section 17(a) of the Act the purchase 
by Denmark, Kaplan and Goldstein of shares of 

Bevis’ common stock and the borrowing by Denmark 
and Keplan of money from Bevis to pay for such pur- 
chase. Narragansett also requests an order permitting 
under Section 17(d) of the Act and Rule 17d-1 there- 
under the following: (a) the repayment by Bevis of 
the term loan in the manner described; (b) the addi- 
tional consideration to be paid Industrial as consider- 
ation for its advances; (c) the purchase by Industrial’s 
designee of 225,000 shares of Bovis’ common stock; 
(d) the put and call provisions of these shares of 
Bevis’ common stock to be purchased by Industrial; 
(e) the modification of Denmark’s employment agree- 
ment increasing his percentage of the annual pre-tax 
profits of Bevis; and (f) the purchases of shares of 
Bevis by Denmark, Kaplan and Goldstein, and the 
related borrowings from Bevis by Denmark and Kap- 
lan. 


With respect to the transactions described above 
which involve Industrial, Narragansett states that 
continued financing of Bevis was essential for its 
recovery. A bankruptcy liquidation, Narragansett 
states, would result in little, if any, recovery for 
Narragansett, either as a subordinated creditor or 
stockholder. Narragansett also suggests that In- 
dustrial alone was willing to extend credit to Bevis, 
and that the only practical alternative to liquidation 
of Bevis was to accept Industrial’s terms. Narragan- 
sett represents that Industrial dealt on a totally arms- 
length basis with both Bevis and Narragansett on 
these transactions. Narragansett further states that 
although its equity position in Bevis has been some- 
what reduced, it nevertheless maintains a potential 
for recovery in the event Bevis recovers from its 
present financial difficulties. 


With respect to the transactions described above which 
involve Denmark, Kaplan, and Goldstein, Narragansett 
states that Industrial believed that the success of Bevis 
depended on the continued management of Bevis by 
Denmark for up to five years. Narragansett also states 
that, because of the reduced profit opportunities now 
available to Bevis and in order to provide Denmark 
with an incentive to achieve a recovery for Bevis with- 
out burdening Bevis if such efforts were unsuccessful, 
it was deemed appropriate by the Board of Directors 
of Bevis, with the acquiescence of Industrial to in- 
crease his profit participation from 2% to 5% and to 
increase his equity interest through a sale to him of an 
additional 400,000 shares of Bevis. Narragansett states 
that Denmark has undertaken not to sell any of the 
400,000 shares prior to December 31, 1977, and that 
the amount was reached through arms-length negoti- 
ation. Narragansett also states that Kaplan occupies 

an important executive position in the management 
of Bevis, and in order to stimulate his efforts to 
achieve a recovery of Bevis without burdening Bevis 


in the event such efforts were unsuccessful, industrial, 
with the acquiescence of Narragansett, deemed it appro- 
priate to make available to him an equity interest in 
Bevis through the sale to him of its shares. The number 
of shares was agreed upon, Narragansett states, through 
arms-length negotiation. Narragansett also states that 
Goldstein made significant contributions to the ongoing 
operations of Bevis, and in order to encourage his con- 
tinuing participation, it was deemed desirable to make 
available to him an equity interest in Bevis through the 
sale to him of its shares. The number of shares, Narra- 
gansett states, were agreed upon through arms-length 
negotiation. Narragansett states that neither Kaplan 
nor Goldstein is or has been a Director of Bevis. Narra- 
gansett further states that Denmark, Kaplan and Gold- 
stein are not stockholders, directors or officers of Nar- 
ragansett; have no affiliation with Narragansett or 
Little apart from their position or former position with 
Bevis; have no family relationship with any officer or 
director of Narragansett; and have no prior business 
dealings with or engaged in any ventures with Narra- 
gansett or any of its officers or directors. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than October 28, 1975, at 
5:30 p.m. submit to the Commission in writing a 
request for a hearing on the matter accompanied 

by a statement as to the nature of his interest, and 
the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. 

A copy of such request shall be served personally 

or by mail (air mail if the person being served is 
located more than 500 miles from the point of mail- 
ing) upon Narragansett at the address stated above. 
Proof of such service (by affidavit, or in case of an 
attorney at law, by certificate) shail be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will 
be issued as of course following said date, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT 


LITIGATION 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 480/October 7, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11713/October 7, 1975 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Invest- 
ment Advisers Act of 1940 (Advisers Act) against 
Bowen and Bowen and Associates, Inc. (““Registrant’’), 
a registered investment adviser, and its president Robert 
B. Bowen, Jr. (“Bowen”), all of Atlanta, Georgia. 


The proceedings are based upon allegations of the Com- 
mission’s staff that during the period September 18, 1974 
to June 12, 1975 respondents violated the antifraud pro- 
visions of the Advisers Act and the Securities Exchange 
Act of 1934 in connection with the sale of a client's 
promissory notes of the Department of Agriculture, 
Federal Home Administration, the misappropriation 

and conversion of its client’s funds, misrepresentations 
of client profits and alteration of its investment adviser 
contract with a client to reflect larger fees. 


Registrant, aided and abetted by Bowen, is also charged 
in the Order with violations of the Advisers Act and 
Rules thereunder relating to its books and records, con- 
firmations, special bank accounts for its client’s funds 
and verification of client’s funds by an independent pub- 
lic accountant. 


The Order further charges that Registrant and Bowen 
have been permanently enjoined by order of United 
States District Court Judge Richard C. Freeman for 
the Northern District of Georgia on June 13, 1975 
from engaging in fraudulent conduct and practices 

in connection with its business as an investment ad- 
viser and with its pruchase or sale of securities. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defense 
thereto and for the purpose of determining whether 
the allegations are true and, if so, whether any action 
of a remedial nature should be ordered by the Com- 
mission. 


See Litigation Release No. 6945/June 23, 1975. 
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Litigation Release No. 7109/October 6, 1975 


SEC v. SAXON SECURITIES CORP, et al. 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on September 29, 1975 
United States District Judge Robert J. Ward imposed 
a sentence of three months imprisonment upon Robert 
W. Herko (““Herko”) of New York City, president, a 
director and a principal stockholder of Saxon Securi- 
ties Corp. (“Saxon”), a registered broker-dealer of 
New York City, and that on October 1, 1975 Judge 
Ward sentenced Bernard B. Herman (“Herman”) of 
Lawrence, New York, secretary-treasurer, a director, 
and a principal stockholder of Saxon to a fine of $500 
and probation for one year. Herko’s prison term is 
to commence on October 16, 1975. Upon their pleas 
of guilty, Herko and Herman were convicted of Crim- 
inal Contempt of Court on August 18, 1975 for vio- 
lating a Temporary Restraining Order (“TRO”) and 
Permanent Injunction issued on January 24 and 
January 31, 1975, respectively, by Judge Ward in 
SEC v. Saxon Securities Corp., et al., 75 Civil 377 
(SDNY). The above TRO and Permanent Injunction 
prohibited Saxon, Herko and Herman from violating 
the net capital, segregation, bookkeeping, supple- 
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mental reporting and antifraud provisions of the Se- 
curities Exchange Act of 1934 (“Exchange Act’’). 

The Commission, in its Application, alleged that Saxon, 
in violation of the above TRO and Permanent Injunc- 
tion, executed eighteen transactions on'behalf of pub- 
lic customers while Saxon was not in compliance with 
the net capital and/or customer segregation provisions, 
failed to keep its books and records in a current and 
accurate manner, failed to notify the Securities and 
Exchange Commission of its non-compliance with both 
the net capital and bookkeeping requirements, failed to 
file the required follow-up reports to the above notifica- 
tion, and held itself out to the public as a broker-dealer 
in compliance with the federal securities laws. The Court 
found that Herko and Herman, in their capacities as offi- 
cers and directors of Saxon and as individuals who had 
been restrained and subsequently enjoined, were in 
Criminal Contempt of Court in that they (1) failed to 
insure Saxon’s compliance with the TRO and Perma- 
nent Injunction, and (2) personally participated in cer- 
tain contumacious securities transactions. 


For further information see Litigation Release Nos. 
6719, 6782 and 7056. 
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UNITED STATES v. GARY J. AWAD 
(E.D. Mich., S. Div.) 


Ralph B. Guy, Jr., United States Attorney for the East- 
ern District of Michigan, at Detroit, and William D. 
Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 

| jointly announced that on September 5, 1975, Gary 

| J. Awad, of Windsor, Ontario, Canada, was placed 

| on probation for five years by U. S. District Judge 
Charles W. Joiner, Detroit, Michigan, following 

Awad’s earlier guilty plea on June 19, 1975 toa 
one-count Information charging Awad had violated 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. Judge Joiner stayed exe- 
cution of the sentence until October 30, 1975, and 
also prohibited Awad’s return to the United States 
as a special condition of probation. 


rt 


The Information alleged, among other things, that 
Awad was the operations manager of the Detroit 
office of a registered broker-dealer in securities for 
| about nine years, up to about October, 1973. The 
information also alleged that in August, 1970, Awad 
caused to be opened a securities trading account in a 
| fictitious name at the firm where he was employed; 
| that during the period from about August 28, 1970 
| through about October 16, 1973, Awad purchased 
| nd sold numerous securities through this account; 
‘ ind that Awad caused the firm to issue checks out 
: of the account, the proceeds of which Awad con- 
. verted to his own use and benefit. 
The Information further alleged that the loss in the 
account through the trading of securities therein was 
about $80,000; and that, in addition, checks issued 
out of the account totaled about $124,200, compared 
to deposits into this account of some $42,800, result- 
ing in a difference of about $81,400 between the 
amount paid out of the account and the amount paid 
into the account. 





Litigation Release No. 7111/October 6, 1975 


SEC v. AMERICAN TRUSTEE AND LOAN ASSOCIA- 
TION, INC., et al. 
(E.D. Va., Alex. Div., Civil Action No. 75-536-A) 


Paul F. Leonard, Administrator of the Washington Re- 
| ional Office, announced that on September 26, 1975, 
{] 6). Honorable Albert V. Bryan, Jr., U. S. District Judge 
or the Eastern District of Virginia, signed consent 


. For further information, see Litigation Release No. 6947. 


judgments against Eugene H. Bay (Bay) of Jersey 
Shore, Pennsylvania, chairman of the board of Global 
Dynamics Corporation (Global), and Jan Brzozowy 
(Brzozowy) of Lock Haven, Pennsylvania, former ex- 
ecutive vice-president of American Trustee and Loan 
Association, Inc. (ATLA). The judgment permanently 
enjoins Bay and Brzozowy from violating the registra- 
tion and antifraud provisions of the federal securities 
laws with respect to securities issued by ATLA, Global 
or any other issuer. 


Bay and Brzozowy consented to the entry of the judg- 
ment without admitting or denying the allegations of 
the Commission’s complaint which was filed on July 
25, 1975. The Commission’s complaint charged that 
Bay and Brzozowy participated in the fraudulent offer 
and sale of unregistered securities known as “Entrust- 
ment Deposits”, “12% Loan Participations”’, “certifi- 
cates of beneficial interest issued under the Common 
Law Trust of ATLA”, “participations in the $3,300,- 
000 Global Dynamics Corp. Loan Program’, and 
“participations in the ‘Loan-Underwriting’ program 

of the Society of the Holy Cross Bearers of Jesus 
Christ, Inc.” These securities were represented to be 
insured by the Federal Deposit Insurance Company 
and were purportedly to finance development of oil 
substitutes and cars which obtained sixty to two hun- 
dred miles per gallon of gasoline. ATLA and Global 
are presently in receivership as a result of the Commis- 
sion’s action. 


For further information see Litigation Release Nos. 
7017 and 7054. 





Litigation Release No. 7112/October 7, 1975 


STATE OF TEXAS v. ROBERT L. ARATA 
(Dallas County, Texas) 


Richard M. Hewitt, Regional Administrator for the 
Securities and Exchange Commission, Fort Worth 
Regional Office, and Roy M. Mouer, Texas Securities 
Commissioner, today announced that on October 3, 
1975, in State District Court at Dallas, Texas, Robert 
L. Arata, Garland, Texas, was sentenced to five years 
imprisonment. 


On September 29, 1975, Arata pleaded guilty to one 
count of a three count state indictment charging him 
with the sale of unregistered securities, sale of securi- 
ties without being a registered dealer, and fraud in the 
offer and sale of securities. 


After a four day trial on the issue of punishment, the 
sentence was imposed by the jury which denied Arata’s 
application for probation. 


For further information, see Litigation Releases Nos. 
6180 and 6202. 
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Litigation Release No. 7113/October 8, 1975 


SEC v. MIZE, et al. 
(USDC SD Tex., Civil No. 75-H-1420) 


The Securities and Exchange Commission announced that 
on October 1, 1975, Judge Allen B. Hannay of the U. S. 
District Court for the Southern District of Texas (Hous- 
ton Division) issued a Preliminary Injunction against D. 
Doyle Mize (“Mize’’) of Houston, Texas and Farnham 
Corporation (“Farnham”) in connection with SEC v. 
Mize, et al., preliminarily enjoining Mize and Farnham 
from violations of the antifraud and tender offer pro- 
visions of the securities laws. Mize and Farnham con- 
sented to the entry of the preliminary injunction with- 
out admitting any liability. 


Mize and Farnham, a private corporation he controls, 
have been accused by the Commission of engaging in 
an undisclosed plan with others to obtain personally 

a controlling biock of voting stock of defendant Valhi, 
Inc., at bargain prices, using Valhi’s assets to finance 
their planned takeover, in connection with the spin-off 
of Valhi, !nc. from defendant Scuthdown, Inc. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 411/October 6, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 28, 1975 
to request a hearing on an application by Bay State 
Gas Company (the Company), a Massachusetts corpor- 
ation, pursuant to Section 310(b)(1){ii) of the Trust 
Indenture Act of 1939 declaring that the trusteeship of 
First National Bank of Boston (“First National’) under 
a New Indenture of the Company while also serving as 
trustee under six other indentures of the Company is 
not so likely to involve a material conflict of interest 
as to make it necessary to disqualify First National 
from acting as trustee under the New Indenture. 
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TRUST INDENTURE ACT OF 1939 
Release No. 412/October 7, 1975 


A notice has been issued giving interested persons until 
October 28, 1975 to request a hearing on an application 
of General American Transportation Corporation for a 
finding that the trusteeships of Irving Trust Company 
under an existing indenture dated September 15, 1971, 
which is qualified under the Trust Indenture Act of 
1939, and a new indenture to be qualified under that 
Act, are not so likely to involve a material conflict of 
interest as to make it necessary in the public interest 
or for the protection of investors to disqualify Irving 
Trust Company from acting as trustee under both in- 
dentures. 
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